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Direct Testimony of Rodney L. Moore
Arizona-American Water Company
Docket No. W-01303A-08-0227
Docket No. sw-01303A~08-0227

1 INTRODUCTION

2

3

4

5

6

Please state your name, position, employer and address.

Rodney L. Moore, Public Utilities Analyst V

Residential Utility Consumer Office

1110 West Washington Street, Suite 220

Phoenix, Arizona 85007.

7

8

9

10

11

12

Please state your educational background and qualifications in the utility

regulation field.

Appendix 1, which is attached to this testimony, describes my educational

background and includes a list of the rate case and regulatory matters in

which I have participated.

13

14

15

16

17

18

Please state the purpose of your testimony.

The purpose of my testimony is to present RUCO's recommendations

regarding Arizona-American Water Company ("Company" or "AZ-AM")

application for a determination of the current fair value of its utility plant

and property and for increases in its rates and charges based thereon for

19

20

21

utility service. The test year utilized by the Company in connection with

the preparation of this application is the 12-month period that ended

December 31, 2007.

22

23

A.

Q.

A.

Q.

A.

Q.

2
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1 BACKGROUND

2

3

4

Please describe your work effort on this project.

I obtained and reviewed data and performed analytical procedures

necessary to understand the Company's filing as it relates to operating

5

6

7

8

9

10

income, rate base, the Company's overall revenue requirement and rate

design. My recommendations are based on these analyses. Procedures

performed include the in-house formulation and analysis of several sets of

data requests, the review and analysis of Company responses to

Commission Staff data requests, conversations with Company personnel

and the review of prior ACC dockets related to AZ-AM.

11

12

13

14

The Company's filing consists of an application for increases in rates and

charges for seven Districts: Agua Fria Water District, Havasu Water

District, Mohave Water and Mohave Wastewater Districts, Paradise Valley

15 Water District, Sun City West District and Tubac Water District.

16

17

18

RUCO's participation in this proceeding is the cumulative effort of three

RUCO witnesses, myself (Rodney L. Moore), Timothy J. Coley and

19 William A. Rigsby. For the review and analysis procedures, specific

20

21

22

23

Districts were assigned to Mr. Coley and myself. I was assigned Paradise

Valley Water District ("Pv")_ Sun City West Water District ("SCWW"),

Tubac Water District ("Tubac") and Agua Fria Water District ("Agua Fria").

Mr. Coley was assigned Havasu Water District, Mohave Water District and

3

A.

Q.
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1

2

Mohave Wastewater District. However, to avoid confusion and duplication

the testimony filed by RUCO in support of its analysis was allocated

3 among the analysts by ratemaking elements.

4

5

6

7

8

Please explain how these rate raking elements were allocated?

I will address issues related to operating income. Mr. Coley will address

issues related to the rate base. Mr. Rigsby will provide an analysis of cost

of capital, Paradise Valley Water District's public safety and system-

9 benefit surcharges, Tubac Water District 's arsenic cost recovery

10

11 Moreover, each witness

12

mechanism ("ACRM"), the Company wide fuel and power supply adjustor,

and the pro forma tank maintenance expense.

wil l  address the appropriate revenue requirement for the Districts

13 analyzed.

14

15 Also, I will address rate design in my testimony to be filed January 18,

16 2009.

17

18

19

20

Please identify the exhibits you are sponsoring.

I am sponsoring Schedules for PV, SCWW, Tubae and Agua Fria

numbered RLM-1 through RLM-14.

21

22

23

A.

Q.

A.

Q.

4
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1 SUMMARY OF ADJUSTMENTS

2 Please summarize the adjustments to the operating income in your

3 testimony.

4 My testimony addresses the following issues:

5 Operating Income

6 RUCO is in substantial agreement with several of the Company's pro-

7 forma adjustments. Nevertheless, RUCO reserves the right to alter its

8 position if additional evidence is produced in this case, which warrants

9 RUCO to reconsider its position. RUCO did not make any adjustments to

10 Company's pro-forma adjustments identified as:

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

A.

Q.

Unbilled revenue,

Eliminate Surcharges,

Miscellaneous Revenue Adjustments,

Annualize Arsenic Cost Recovery Mechanism ("ACRM") Surcharge;

Annualize Year-End Customers,

Annualize Payroll Expense,

Annualize Power Expense,

Annualize Purchased Water Expense,

Annualize Management Fees Expense,

Annualize Pensions Expense,

Annualize Insurance Expense,

Annualize 401 (k) Expense;

Remove Central Arizona Project ("CAP") Revenue and Expense,

Interest Synchronization,

Annualize Postage Increase,

One-Time Service Company Charges,

Adjust Conservation Expense,
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1

2

3

4

Adjustment To Remove Prior Period Labor Adjustment, and

Remove Groundwater Savings Revenue and Expenses In SCWW.

However, through the analytic process, RUCO did make prudent revisions

to the Company's filing. The RUCO operating income adjustments are

5 identified as:

6

7

Annualize Chemicals Expense - This is a conforming adjustment to reflect

a Company correction identified in its response to RUCO data request

8 1 .37.

9 Amortize Rate Case Expense - This adjustment is based on RUCO's

10 determination of the fair and reasonable cost to AZ-AM ratepayers for this

11

12

13

application process.

Waste Disposal Expense - This is a conforming adjustment to reflect a

Company correction identified in its response to Staff data request GTM

14 8.7.

15

16

17

18

19

Annualize Depreciation Expense and CIAC Amortization - This adjustment

reflects depreciation and amortization expenses calculated on RUCO's

recommended gross plant in service.

Annual Incentive Pay - This adjustment reflects a reasonable sharing of

costs between shareholders and ratepayers.

20

21

Labor Expense - This is a conforming adjustment to reflect a Company

correction identified in its response to Staff data request GTM 8.2.

22

23

Line 21 Clean-Up - RUCO expanded the scope of the Company's

proposed adjustment to miscellaneous expense adjustments and removed

6



Direct Testimony of Rodney L. Moore
Arizona-American Water Company
Docket No. w-01303A-08-0227
Docket No. sw-01303A-08-0227

1 inappropriate expenditures not necessary in the provisioning of utility

service.2

3

4

Federal and State Income Taxes Expense - This adjustment reflects

income tax expenses calculated on RUCO's recommended revenues and

5 expenses.

6

7 Rate Design

8

9

10

11

Please explain your contribution to RUCO's recommended rate designs.

I was responsible for producing an accurate set of bill determinants for the

Districts analyzed (i.e. test-year customer bill counts and water

consumed). After reviewing the Company's workpapers, RUCO accepted

12 AZ-AM's bill determinants adjusted for weather normalization and

13 customer annualization.

14

I will be filing Rate Design Schedules for all

2009 as part of RUCO's rate design

15

Districts on January 18,

recommendations. A discussion of RUCO's proposed rate design will be

16 contained in my testimony, also to be filed on January 18, 2009.

17

18

19

20

21

22

23

A.

Q.

7
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1 REVENUE REQUIREMENTS

2 Please summarize the results of RUCO's analysis of the Company's filing

3 and state RUCO's recommended revenue requirement.

4

5

6

As outlined in Schedule RLM-1, RUCO is recommending that the increase

in the Company's revenue requirement not exceed:

AZ-AMPV RUCO DIFFERENCE

7 $3,101 ,550

AZ-AM

$1 ,636,188

RUCO

($1 ,465,362)

DIFFERENCE8 SCW

9 $4,276,305

AZ-AM

$3,375,778

RUCO

($900,527>

DIFFERENCE10 Tubae

11 $278,214

AZ-AM

$210,004

RUCO

($68,210)

DIFFERENCE12 Agua Fria

13 $9,192,203 $3,582,770

14

15

($5,609,433)

My recommended revenue requirement percentage increase versus the

Company's proposal is as follows:

16 PV AZ-AM RUCO DIFFERENCE

17 39.52% 20.85% (18.67%)

18 SCW AZ-AM RUCO DIFFERENCE

19 75.00% 59.21% (15.790/0)

DIFFERENCE20 Tubae AZ-AM RUCO

21 65. 17% 49.19% (15.98%)

DIFFERENCE22 Agua Fria AZ-AM RUCO

23 48.85°/o 19.04% (29.81%)

A.

Q.

8
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1 RUCO's recommended increase in Fair Value Rate Base FVRB") based
("

2 on the Original Cost Rate Base ("OCRB") is summarized on Schedule

3 RLM-1 :

4 PV AZ-AM RUCO

5 $40,864,986

AZ-AM

$37,018,940

RUCO6 SCW

7

8 Tubae

9

$37,901 ,085

AZ-AM

$1 ,527,454

AZ-AM

$38,261 ,042

RUCO

$1 ,433,161

RUCO10 Agua Fria

11 $96,976,396 $64,667,787

DIFFERENCE

($3,836,046)

DIFFERENCE

$359,957

DIFFERENCE

($94,293)

DIFFERENCE

($32,308,609)

12 RUCO's recommended required operating income is shown on Schedule

13 RLM-1 as:

14 PV

15

16 SCW

17

18 Tubae

19

20 Agua Fria

21

AZ-AM

$3,432,659

AZ-AM

$3,183,691

AZ-AM

$128,306

AZ-AM

$8,146,017

RUCO

$2,591 ,326

RUCO

$2,678,273

RUCO

$100,321

RUCO

$4,526,745

DIFFERENCE

($841 ,333)

DIFFERENCE

($505,418)

DIFFERENCE

<$27,985)

DIFFERENCE

<$3,619,272)

22

23

9
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1 OPERATING INCOME

2 Operating Income Summary

3 Is RUCO recommending any changes to the Company's proposed

4

5

6

7

operating expenses?

Yes. RUCO witnesses analyzed the Company's twenty-five adjustments

to its historical test-year operating income and made several adjustments

to the operating income as filed by the Company. The cumulative review,

8

9

analysis and adjustments completed by each RUCO witness are

explained below.

10

11 AZ-AM Operating Income Adjustment SLH-4 .-. Annualize Chemicals

12 Expense

13 Please explain RUCO's adjustment to chemical expenses.

14

15

This is a specific adjustment for PV to conform with the Company's

revised level of arsenic-related chemical costs as explained in AZ-AM's

16 response to RUCO data request 1.37

17

18 AZ-AM Operating Income Adiustment SLH-8 - Amortize Rate Case

19 Expenses

20 Please explain your adjustment rate case expense.

21

22

23

This adjustment considers several elements. RUCO's analysis

determined that even though the Company requested $612,000 in its

direct testimony, the Company made an error in its calculation and the

A.

A.

Q.

Q.

A.

Q.

10



Direct Testimony of Rodney L. Moore
Arizona-American Water Company
Docket No. W-01303A-08-0227
Docket No. SW-01303A-08-0227

1 actual amount the Company is requesting is $424,265. Moreover, the

2 Company made other computation errors when calculating the test-year

3 rate case expense level for several of the Districts.

4

5

6

RUCO believes the $424,265 actually computed by the Company is a fair

and reasonable financial burden to the ratepayers to prepare and process

7 this rate application, amortized over three years.

8

9 As shown on Schedule RLM-10, RUCO calculates each District's

10

11

amortized level of test-year rate case expense. RUCO's recommended

rate case expense level would mirror the Company's requested amount if

12 not for computation errors, such as:

SCWW -13

14

15

16

The Company failed to make an adjustment for the

rate case expenses associated with the prior rate case.

Tubac - The Company used the incorrect 4-factor allocation value

in determining the District's level of rate case expense associated

with the instant case.17

18

19

20

21

Mohave Water - The Company failed to make an adjustment for the

rate case expenses associated with the prior rate case.

Mohave Wastewater - The Company failed to make an adjustment

for the rate case expenses associated with the prior rate case.

22

23

2.

4.

3.

1 .

11
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1

2

3

4

RUCO Operating Income Adjustment RLM-4 -. Waste Disposal Expense

Please explain RUCO's adjustment to labor expenses.

This adjustment conforms with the Company's revised level of test-year

waste disposal as explained in AZ-AM's response to Staff data request

5 GTM 8.7.

6

7

8

AZ-AM Operating Income Adjustment SLH-11 - Annualize Depreciation

Expense and Amortization of CIAC

9 Please explain your adjustment to annualize depreciation and amortization

10 of CIAC expense.

11

12

13

This adjustment reflects RUCO's level of test-year gross plant in service

multiplied by the depreciation rates provided by the Company in response

to RUCO data requests 1.07 and 1.08.

14

15 AZ-AM Operating Income Adjustment SLH-12 - Annualize Propertv Taxes

16 Expense

17

18

19

20

21

22

23

A.

Q.

A.

Q.

RUCO has not made an adjustment to the methodology used by AZ-AM in

calculating the property tax expenses as filed by the Company in the

instant rate application. However, RUCO still remains adamant that the

use of proposed revenues to determine an appropriate level of property

tax expense to be recovered through rates distorts the methodology

employed by the Arizona Department of Revenue and overstates the

expense levet
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1

2

3

4

RUCO is in the process of gathering information to produce a clear and

concise report, which will provide overwhelming evidence in the hope of

eventually overturning the Commission's repeated approval for the use of

proposed revenues to determine an appropriate level of property tax to be

5 recovered from rates.

6

7

8

However, RUCO has made adjustments to the property tax expense

based on its calculation of adjusted and proposed operating revenues.

9

10

11

Specific adjustments are shown on Schedules RLM-7, column (B) and

supporting Schedule RLM-8.

,12

13 RUCO Operating Income Adjustment RLM-5 - Annual Incentive Pay

14 Expense

15

16

17

18

19

20

21

22

23

24

Please describe RUCO's adjustment to Annual Incentive Pay ("'AlP").

This adjustment to AlP reflects the authorized adjustment accepted in the

Company's Paradise Valley Water District rate case in Decision No. 68858

(July 28,2006). The Commission decision stated the following:

RUCO recommends disallowing 30 percent, or $5,555 of the

$18,517 in Arizona Corporate allocated management fees

related to the Company's Annual Incentive Plan expenses,

because 30 percent of the AlP is directly related to Company

financial performance measures and 70 percent to

operational and individual performance measures (RUCO

A.

Q.

13
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Br. at 18). RUCO argues that the 30 percent portion of AlP

expenses based on financial performance measures benefit

only shareholders....

1

2

3

4

5

6

7

8

9

10

11

We agree with RUCO that shareholders are the primary

beneficiaries of additional profit the Company achieves as

the result of the Company meeting its financial targets, and

therefore find RUCO's proposal to disallow the 30 percent of

the  A l P tha t is based on the Company's financial

performance measures to be reasonable and appropriate.

12 Has the Commission relied on RUCO's recommendation in Decision No.

13 68858 to make a similar adjustment to any other AZ-AM District?

14 Yes. The Commission's recent Decision No. 70351 (May 16, 2008)

15 authorized a similar RUCO adjustment for the Sun City Water District.

16 Therefore, RUCO recommends the Commission again authorize a thirty

17 percent decrease in the AlP expense.

18

19

20

RUCO Operating Income Adjustment RLM-6 .- Labor Expense

Please explain RUCO's adjustment to labor expenses.

21 This is a specific adjustment for Agua Fria Water, Mohave Water and Sun

22 City West Water Districts to conform with the Company's revised level of

23 test-year labor costs as explained in AZ-AM's response to Staff data

24 request GTM 8.2.

25

A.

Q.

A.

Q.

14
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1 AZ-AM Operating Income Adjustment SLH-16 - Line 21 Clean-Up

2 Please explain your analysis of the miscellaneous operating expense

3 account that resulted in your removal of inappropriate or unnecessaw

4 costs for the provisioning of water and wastewater service.

5 After review of the Company's work papers associated with AZ-AM

6 adjustment SLH-16 - Line 21 Miscel laneous Expense Clean Up, I

7 determined there were numerous expenditures that were questionable,

8 inappropriate and/or unnecessary,

9

10 Therefore, as summarized on Schedule RLM-12, I have made an

11 adjustment to remove test-year expenses related to payments for

12 memberships, gifts, awards, and for various meals and refreshments,

13 which are not necessary in the provisioning of water and wastewater

14 service.

15

16 As shown on Schedule RLM-7, column (H) and supporting Schedule RLM-

17 12, this adjustment consists of two elements. The first element decreased

18 Corporate Office miscellaneous expenses allocated in total to the seven

19 Districts in this filing by $13,608.

20

21 The second element removed miscellaneous expenses recorded directly

22 by each individual District. The total of these miscellaneous expenses for

23 all seven Districts was $3,173.

15

A.

Q.
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1 Therefore, this adjustment removes $16,781 in test-year miscellaneous

2 expenses from this filing.

3

4 AZ-AM Operating Income Adjustment SLH-19 .- Income Tax Expense

5 Please explain RUCO's adjustment to the income tax expenses.

6 This adjustment reflects income tax expenses calculated on RUCO's

7 recommended revenues and expenses.

8

9 Specific adjustments are shown on Schedules RLM-78, column (IQ) and

10 supporting Schedule RLM-13.

11

12 Does this conclude your direct testimony?

13 Yes, it does.

16

A.

Q.

A.

Q.

l IHIIII\l\ IWIII\ll I





APPENDIX 1

Qualifications of Rodney Lane Moore

EDUCATION: Athabasca University
Bachelor's Degree in Business Administration 1993

EXPERIENCE: Public Utilities Analyst V
Residential Utility Consumer Office
Phoenix, Arizona 85007
May 2001 - Present

My duties include review and analysis of financial records and other
documents of regulated utilities for accuracy, completeness, and
reasonableness. I am also responsible for the preparation of work
papers and Schedules resulting in testimony and/or reports
regarding utility applications for increase in rates, financings, and
other matters. Extensive use of Microsoft Excel and Word,
spreadsheet modeling and financial statement analysis.

Auditor
Arizona Corporation Commission
Phoenix, Arizona 85007
October 1999 - May 2001

My duties include review and analysis of financial records and other
documents of regulated utilities for accuracy, completeness, and
reasonableness. l am also responsible for the preparation of work
papers and Schedules resulting in testimony and/or reports
regarding utility applications for increase in rates, financings, and
other matters. Extensive use of Microsoft Excel and Word,
spreadsheet modeling and financial statement analysis.

RESUME OF RATE CASE AND REGULATORY PARTICIPATION

utility Company Docket No.

Rio Verde Utilities, Inc WS-02156A-00-0321

Black Mountain Gas Company G-03703A-01-0283

W-02025A-01 -0559Green Valley Water Company

New River Utility Company W-01737A-01-0662



utility Company Docket No.

W-0191'/A-01-0851Dragoon Water Company

Roosevelt Lake Resort, Inc. W-01958A-02-0283

G-01551A-02-0425Southwest Gas Company

Arizona-American Water Company W-01303A-02-0867 et al.

WS-02676A-03-0434

T-01051 B-03-0454

W-02113A-04-0616

G-01551A-04-0876

W-01303A-05-0405

Rio Rico Utilities, Inc.

Qwest Corporation

Chaparral City Water Company

Southwest Gas Company

Arizona-American Water Company

Far West Water and Sewer Company WS-03478A-05-0801

SW-02519A-06-0015Gold Canyon Sewer Company

Arizona-American Water Company WS-01303A-06-0403

G-04204A-06-0463 et al.

E-04204A-06-0783

UNS Gas, Inc.

UNS Electric, Inc.

Tucson Electric Power Company E-01933A-07-0402

Southwest Gas Company G-01551A-07-0504

2





AGUA FRIA WATER DISTRICT



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District

TABLE OF CONTENTS TO RLM SCHEDULES

SCH.
no.

PAGE
NO TITLE

RLM-1 1 & 2 REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

RLM-2A 1 RATE BASE

RLM-2 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

RLM-3 1 TO 7 RATE BASE ADJUSTMENT no. 1 - ADJUSTMENT FOR ACCUMULATED DEPRECIATION

TESTIMONY RATE BASE ADJUSTMENT no. 2 .. REINSTATE CIAC ASSOCIATED WITH CWlP

RATE BASE ADJUSTMENT NO. 3 - ACCUMULATED AMORTIZATION OF CIACTESTIMONY

RLM-3 1 TO 7 RATE BASE ADJUSTMENT no. 4 ONLY AGUA FRIA, PARADISE VALLEY AND SUN CITY WEST
CONFORMING ADJUSTMENT TO COMPANY REVISIONS TO UPIS AND ACC. DEI

RATE BASE ADJUSTMENT no. 5- DEFERRED DEBITSTESTIMONY

RLM-5 1 & 2 RATE BASE ADJUSTMENT no. 6- ALLOWANCE FOR WORKING CAPITAL

TESTIMONY WAR RATE BASE ADJUSTMENT no. 7- REMOVE CWIP ASSOCIATED WITH THEWHITETANKS PROJECT

RLM-6 1 OPERATING INCOME

SUMMARY OF OPERATING INCOME ADJUSTMENTSRLM-7 1

RLM-8 1 OPERATING INCOME ADJUSTMENT no. 1 PROPERTY TAX COMPUTATION

RLM-9 1 OPERATING INCOME ADJUSTMENT no. 2 TEST YEAR DEPRECIATION EXPENSE

RLM-10 1 OPERATING INCOME ADJUSTMENT no. 3 - RATE CASE EXPENSE

TESTIMONY 1 OPERATING INCOME ADJUSTMENT no. 4 - WASTE DISPOSAL EXPENSE

RLM-11 1 OPERATING INCOME ADJUSTMENT no. 5 - ANNUAL INCENTIVE PAY EXPENSE

TEST\MONY 1 OPERATING INCOME ADJUSTMENT no. 6 ONLY AGUA FRIA, MOHAVE WATER AND SUN CITY WEST
CONFORMING ADJUSTMENT TO COMPANY REVISIONS LABOR

RLM-12 OPERATING INCOME ADJUSTMENT NO. 7 REMOVE INAPPROPRIATE/UNNECESSARY MISC. EXPENSES

RLM-13 1 OPERATING INCOME ADJUSTMENT NO, 8 - INCOMETAX EXPENSE

RLM-14 1 COST OF CAPITAL



$ 3,582,770$ 9,192,203

Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Agua FriaWater District
Schedule RLM-1

Page 1 of 2

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY

OCRB/FVRB
COST

(B)
RUCO

OCRB/FVRB
COST

1 Original Cost Rate Base $ 96,976,396 $ 64,667,787

2 Adjusted Operating Income (Loss) $ 2,601 ,288 $ 2,326,884

3 Current Rate Of Return (L2 /LI ) 2.68% 3.60%

4 Required Operating Income (L5 X LI) $ 8,146,017 $ 4,526,745

5 Required Rate Of Return On Fair Value Rate Base 8.40% 7.00%

6 Operating Income Deficiency (L4 - L2) $ 5,544,729 $ 2,199,861

7 Gross Revenue Conversion Factor (RLM-1, Page 2) 1 .6578 1 .6286

8 Increase In Gross Revenue Requirement (L7X LE)

g Adjusted Test Year Revenue $ 18,818,613 $ 18,818,614

10 Proposed Annual Revenue (LB + LE) $ 28,910,816 35 22,401 ,384

Required Percentage Increase In Revenue (LB /LE) 48.85% 19.04%

12 Rate Of Return On Common Equity 11.75% 8.88%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule RLM-1 Page 2, RLM-6, And RLM-16
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule RLM-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - L2)
Revenue Conversion Factor (LI /LE)

1.0000
0.3860
0.6140

5
6
7
8
9

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income TaX Rate
Federal Taxable income (L5 - L6)
Applicable Federal Income Tax Rate (Col, (D), L34)
Effective Federal Income Tax Rate (L7 X L8)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
34.0000%
31.6309%
38.5989%

11
12
13

$ 4,526,745
2,326,884

Required Operating Income (Sch. RLM-1, Pg 1, C (B), LE)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. RLM-1, Pg 1, C (B), L2)
Required increase In Operating Income (L11 - L12) $ 2,199,861

14
15
16

17

Income Taxes On Recommended Revenue (Col. (D), L31) $ 1,617,966
Income Taxes On Test Year Revenue (Col. (D), L32) 235,057
Required Increase In Revenue To Provide For Income Taxes (L14 - L15) $ 1,382,909

$ 3,582,770Total Required Increase in Revenue (L13 + L16)

RUCO
Recommended
$ 22,401 ,384

16,256,672
1,952,967
4,191 ,744

669680%
$

$ 292,081

18
19
20
21
22
23
24
25
26
27
2B
29
30
31

$
$

3,899,664
7,500
6,250
8,500

91,650
1 ,211 ,986

CALCULATION OF INCOME TAX'

Revenue (Sch. RLM-1, Pg 1, Col. (B), L10)
Operating Expense Excluding Income Tax (RLM-6, Col (E), L25 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona lrtcome Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax On 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed, Tax On 2nd Inc. Bracket ($50,001 - $75,00D) @ 25%
Fed. Tax On 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax On 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax On 5th Inc, Bracket ($335,001 - $10M) @ 34%

Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal And State Income Tax (L23 + L30)

$
55

1 ,325,886
1 ,617,966

32
33

Test Year Combined Income Tax, RUCO As Adjusted (RLM-6, Col. (C), L23)
RUCO Adjustment (_31 - L32) (See RLM-6, Col. (D), L23)

$
$

235,057
1 ,382,909

34 Applicable Federal Income Tax Rate (Col, (D), L30 / Col. (C), L24) 34.00%

35
36
37

SS

CALCULATION OF INTEREST syncHRonIzATIon;
Rate Base (Sch. RLM-2, Col. (H), L15)
Weighted Avg. Cost Of Debt (Sch. RLM-16, Col. (F), LI)
Synchronized Interest (L35 X L36) $

64,667,787
3.92%

1 ,952,967



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule RLM~2A

Page 1 of 1

RATE BASE . ORIGINAL COST

$ $ $

$3

(C)
RUCO

ADJ'TED
OCRB/FVRB

211 ,163,735

LINE

no.
1
2
3
4

DESCRIPTION
Gross Util ity Plant In Service
CWlP .. White Tanks

Accumulated Depreciation
Net Uti l i ty Plant In Service (Sum LI & LE) $

(A)
COMPANY
AS FILED

OCRB/FVRB
211 ,145,154
25,000,000
(20,033,433)
216,111 ,721 $

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

18,581
(25,000,000)

716,21 g
(24,265,200) $

<19,317,214>
191,846,521

5 Advances In Aid Of Const, $ (98,233,813) $ $ (98,233,813)

6
7
8

$ $ $Contribution In Aid Of Const,
Accumulated Amortization Of CIAC

NET CIAC (LE + L7) $

(29,706,549)
1,435,287

(28,271 ,263) $

(3,432,286)
28,016

(3,404,270) $

(33,138,835)
1,463,303

(31 ,675,532)

9 Imputed Regulatory Advances $ $ $

10 Imputed Regulatory Contributions $ (796,965) $ $ (796,965)

11 Customer Meter Deposits $ (19,040) $ $ (19,040)

12 Deferred Income Taxes And Credits $ 2,839,311 $ $ 2,839,311

13 Investment Tax Credits $ $ $

14 Deferred Debits $ 3,529,517 $ (3,321,116) $ 208,401

15 Allowance For Working Capital $ 1,816,928 $ (1,318,023) $ 498,905

16
17
18

Utility Plant Acquisition Adjustment
Rounding

TOTAL RATE BASE (Sum L's 4, 5, & 8 Thru 17)

$
$
$

(1)
96,976,396

$
$
$ (32,308,609)

$
$
$

(1)
64,667,787

References:
Column (A): Company Schedule B-1
Column (B): Schedule RLM-2
Column (C): Column (A) + Column (B)
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Arizona-Amercian Water Company
Docket NOS. SW & W~01303A-08~0227
Test Year Ended December 31, 2007

LINE
NO.
1
2
3
4
5
S
7
B
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
42 TOTAL

ACCT
no.

301000
302000
303200
303300
303400
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
331400
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
345300

ACCOUNT NAME
Organization
Franchises
Land e. Land Rights SS
Land 8. Land Rights P
Land 8 Land Rights TD
Land 8. Land Rights AG
Strict 8 Imp as
Struct & Imp P
Struct s. Imp WT
Struck 8. Imp TD
Struck 8. Imp Offices
strict 8. Imp Misc
CoIlec'i 8. Impounding
Wells 8. Springs
Power Generation Equip Other
Pump Equip Electric
pump Equip Diesel
Pump Equip Other
WT Equip Non~Media
Dist Reservoirs 8. Standpipe
TD Mains Not Classified By Size
TD Mains min 8. Less
TD Mains Santo bin
TD Mains ODin to 16in
TD Mains 18in And Greater
Fire Mains
Services
Meters
Meter Installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture 8. Equip
Comp 8. Perish Equip
Trans Equip Lt Duty Tris
Trans Equip Hw Duty Tris
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

TEST YEAR PLANT SCHEDULES
PRIOR TEST YEAR ENDED DECEMBER 31 I 2001

(A) (B) (C)
PRIOR DECISION NO 67093 ADJUSTED

DEP GROSS ACCUMULATED
RATE PLANT DEPRECIATION
000% 1,229 $ -
000% 78887 _
0.00% 217,682 _
000% 47,8B1
0.00% 225
0.00%
2.50% 1.137,673
1.67% 1,246,735
1.67% 39,917
1.67% _
2.03% 98.201
000%
000%
2.52%
0.00%
4.42%
4.42%
4.42%
400%
167%
1 53%
1.53%
1.53%
1.53%
2.34%
1.53%
2.48%
2.51%
2.51%
2.00%
000%
0.00%
4.04%
404%
25.00%
25.00%
3.92%
4.02%
3.71%
5.20%
10.30%
4.93%

$

s

3.801
58,572

53,961,750

14,528,912
25,799

697
277,497

2,861,627
21,390.029

2,594,156
1,744,205

2.799.955
115.264

4,041,995

85,784
61,885

289_554

3,677

S

(3,867)
(20,517)

(4,533,246)

(1,681 ,972)
(18,816)

(292)
(40,880)

3,199

(1,577,034)

(11,659)
(5,294)

(199,890)

(258,328)
(126,715)

(213,717)

(284,050)

(43.705)
(43,890)
(3,997)

(7,979l

(743)

$

PLANT
ADJUSTMENT

$

(D) (E) (P)
RUCO ADJUSTED PRIOR TEST YEAR

Acc. DEP. GROSS
ADJUSTMENT PLANT

S 1,229
78,887

217,682
47,681

225

s $

S

3,801
5B,572

53,961 ,750

14,538,912
25,799

697
377,497

2,861,627
21,390,029

2,6941 as
1,744,305

2,799,956
115,264

4,041.995

1,137,673
1,246,735

39,917

85,784
61,885

289,554

98,201

3.677

Agua Fria Water District
Schedule RLM-3

Page 1 of 7

s

ACCUMULATED
DEPRECIATION
$

(3,B67l
(20,517)

(4(53s,24s)

(1,681,972)
(18,816)

(292)
(40,880)

3,199

(1,577,034)

(G)

(213,717)

(11,659)
(5,294)

(199,890)

(258,328)
r126,715)

(284,050)

(43,705)
(43,890)
(3,097)

(7,979)

(743)

43
44

Company As Filed
Difference

$
$

53,961 ,750 s
$

(4,539,246) $
s

$
5

$
S

53,961,750 s
s

(4,539,248l

Referenced
Columns (A) (B) (C): Company Schedule B-2
Columns (D) (E): See Tesllmony, RLM
Column (F)1 Column (B) + Column (D)
Column (G): Column (C) + Column (E)



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule RLM8

Page 2 of 7

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31 I 2002
(Al (B) (C)

R i c o
CALCLJLATED
ANNUAL DEP.

(D) (E) (F)

PLANT
ADDIS/ADJMTS
$ _

PLANT
RETIREMENTS
s s

ACCUMULATED
DEPRECIATION
s $

(9,000)

TOTAL PLANT
VALUE

1,229
78,887

217,682
38,681

225

NET PLANT
VALUE

1,229
78,887

217,682
38,681

225

117.718
355,369
43,696

(28,564)
(21,068)

(697)

1,255,391
1,603,104

83,613

(72,269)
(64,958)
(3,794)

1,183122
1,538,146

79,819

(1,993) 98,201 (9,972) 88,229

77,613 (102,027) 4,119,608 (386,077) 3,733,531

(631,038) (31,482)

(764)(49,000)
(721,895)

(17,597,754)
21,395,217
1,900,958
1,364,853

(639)

(645,553)
(1,140)

(31)
(15009)
(47,287)
(2,418)

(327,289)
(1,233l

(870)

13,876,392
25,799

697
327,733

2,139,729
3,792,265

21 ,395,578
1,900,958
1,364,853

(2,296,043]
(19,956)

(323)
(55,125)
(44,088)
(2,418)

(1,903,684)
(1,233)

(sao)

11,580,349
5,843

374
272,605

2,095,641
3,789,847

19,491,894
1,899,725
1,363,983

938,357
458,514
83,516

1,323,424

(7,828) (68,207)
(44,826)

(196)
(57103)

3,624,695
2,212,819

83,516
4,123,390

115.264

(318.707)
(171,541)

(196)
(270,820)

3,305,988
2,041,278

83,320
3,852,570

115,264

19,897

(3,486)
(2,500)

(72,596)

85,784
61,885

309,451

(15,125)
(7,794)

(272,486)

70,659
54,091
36,965

ACCT
no.

301000
302000
303200
303300
303400
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
331400
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

ACCOUNT NAME
Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Land 8 Land Rights TD
Land 8. Land Rights AG
Struck 8. Imp SS
Struck 8. Imp P
Strict & Imp WT
Strict & Imp TD
Struck 8. Imp Offices
Struck 8. Imp Misc
Collect a. Impounding
Wells 8. Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs 8. Standpipe
TD Mains Not Classified By size
TD Mains min 8. Less
TD Mains Sin to Bin
TD Mains 10in to 16in
TD Mains Bin And Greater
Fire Mains
Services
Meters
Meter Installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture 8. Equip
Comp & Periph Equip
Trans Equip Lt DW Trks
Trans Equip HW Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

(148) 3,677 (891) 2,7a6

LINE
NO .
1
2
3
4
5
6
7
B
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
42 TOTAL $

9,804
9,092,246 $ (40,713) $

(392)
(3,190)

(1,447,803) s

3.801
68,376

63,013,283 $

(4,259)
(23,707l

(5,94S,336) s

(458)
44,669

57,066,947

9,092,246 (40,713) 63,013,28343
44

Company As Filed
Difference s s s

(1,413,26B)
(34,536) s s

(5,952,514l
e,w7 s

57,050,769
e,177

References:
Columns (A) (B): Company Schedule B-2
Column (C): Workpapers "RUCO Revised SCW ACC DEP", Sheet "2D02-2007"
Column (D): Schedule RLM-3, Page 1, Column (F) + Column (Al + Column (B)
Column (E)i Schedule RLM»3, Page 1, Column (G) + Column (E) + Column (C)
Column (F): Column (D) .. Column (E)



Arizona»Amercian Water Company
Docket Nos. SW & W-01303A»08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule RLM-3

Page 3 of 7

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31, 2003

(Al (B) (C)
RUCO

CALCULATED
ANNUAL DEP.

(0) (E) (Fl

PLANT
ADDTIS/ADJMTS
S

PLANT
RETIREMENTS
s $

ACCUMULATED
DEPRECIATION
$ _ $

2B,684

TOTAL PLANT
VALUE

1,229
107,571
217,682
38,681

225

NET PLANT
VALUE

1,229
107,571
217,682
38,681

225

404,406
1,573,447

(31,000)
1,566,697

1,659,797
3,176,551

52,613
1,566,697

94,810(3,391)

t31.8111
(27,538)

(943)
(1 ,090)
1,398

(104,080)
(92,496)
(4,737)
(1,090)
(5,183)

1555,717
3,084,055

47,876
1 ,565,607

89,627

(106,900) (492,977)2,424,191
451,929

2,614,619 (4.376)

354,596
360,054

5,635,509
1 ,814,B57

3,773
4.944880
5,945,558

211,113

(4,194)

(623,950)
(1,140)

(684)
(13,605)
(39,669)
(64,722)

(327,401)
(41,028)
(26,914)

(412l

5,543,799
451,929

16,486,635
25,799

355,293
553,593

7,775,238
5,607,122

21 ,399,351
6,845,638
7,310,409

211,113

(2,915,617)
(21,097)
(1,007)

(64,536)
(83,757)
(Ev, 140)

(2,231 .085>
(42,261 )
(27,784)

(412)

6,050,822
451,929

13,571 ,018
4,702

354,286
619,057

7,6914481
5,539,982

19, 168.266
6,803,377
7,282,625

210,701

1,377,337
441 ,500
185,520

1,724,481

(97,230)
(58,104)
(2,717)

(89,205)

5,002,032
2,654,319

269,036
5,847,871

115,264

(415,937)
(229,645)

(2,913)
(360,026)

4,586,095
2,424,674

266,123
5,487,845

115,264

(74,201) 70,735
(2,500)

(77,363)

11,583
61,885

309,451

129,811
(10,294)

(349,849l

141,394
51 ,591

(40,395)

(148) 3,677 (1,039) 2,638

A C C T

n o .
3 0 1 0 0 0
3 0 2 0 0 0
3 0 3 2 0 0
3 0 3 3 0 0
3 0 3 4 0 0
3 0 3 5 0 0
3 0 4 1 0 0
3 0 4 2 0 0
3 0 4 3 0 0
3 0 4 4 0 0
304600
3 0 4 8 0 0
305000
307000
310100
3 1 1 2 0 0
3 1 1 3 0 0
311500
3 2 0 1 0 0
3 3 0 0 0 0
331001
3 3 1 1 0 0
3 3 1 2 0 0
3 3 1 3 0 0
3 3 1 4 0 0
3 3 2 0 0 0
3 3 3 0 0 0
3 3 4 1 0 0
334200
3 3 5 0 0 0
3 3 9 1 0 0
3 3 9 5 0 0
340100
340200
3 4 1 1 0 0
341200
3 4 2 0 0 0
343000
3 4 4 0 0 0
345000
3 4 6 1 0 0
3 4 6 3 0 0

ACCOUNT NAME
Organization
Franchises
Land 8. Land Rights SS
Land 8 Land Rights P
Land 8. Land Rights TD
Land 8. Land Rights AG
Strict 8. Imp SS
Strict & Imp P
Struct 8. Imp VV'T
Strict a. imp TD
Struck 8. Imp Offices
Struck 8. imp Misc
Coliect B. Impounding
Wells 8 Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs 8. Standpipe
TD Mains Not ClassifiedBySi ze
TD Mains min 8. Less
TD Mains Sin to bin
TD Mains pinto 16in
TD Mains 18in And Greater
Fire Mains
Ser v i ce s
Meters
Meter installations
Hydrants
Other PIE lntangibie
Other P/E TD
Office Furniture 8. Equip
comp 8. Perish Equip
Trans Equip Lt Duty Tris
Trans Equip Hw Duty Tris
Stores Equipment
Tools,shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

233,939

LINE

n o .
1
2
3
4
5
6
7
B
9

1 0
11
1 2
1 3
1 4
15
1 6
17
1 8
19
2 0
21
22
2 3
2 4
2 5
2 6
2 7
2 8
2 9
3 0
31
32
3 3
3 4
3 5
36
37
38
39
40
41
4 2
4 2 TOTAL $ 32,255,888 s (86,162) s

(2,400)
(3,371)

<1568,711 ) $

237,740
58,376

95, 193,009 5

(6,658)
(27,078)

(7,428,88S) s

231,082
41,298

87,754,123

43
44

Company As Filed
Difference

32,265,888 (86,162) 95,193,009
$ $ s

(1,583,417l
14,706 . $ S

(7,992,273)
553,387 $

87,200,736
563,387

References:
Columns (A) (B)i Company Schedule B-2
Column (C)j Workpapers "RUCO Revised SCW ACC DEP", Sheet "2002-2007"
Column (D)1 Schedule RLM-3, Page 2, Column (D) + Column (A) + Column (B)
Column (El: Schedule RLM-3, Page 2, Column (E) + Column (B) + Column (C)
Column (F): Column (D) Column (E)



Arizona»Amercian Water Company
Docket Nos. SW 8< W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule RLM-3

Page 4 of 7

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 311 2004
(A) (B) (C)

RUCO
CALCULATED
ANNUAL DEP.

(D) (E) (F)

LINE
no.

PLANT
ADDIS/ADJMTS
s

PLANT
RETIREMENTS
s s

TOTAL PLANT
VALUE

1229
107,571
487,950
52,866

624,652

ACCUMULATED
DEPRECIATION
5 . $

NET PLANT
VALUE

1,229
107,571
487,950
52,866

624,652

270,258
14,185

624,427

2,401,260
918,822

7,106
1520,595

(53.131 m
(56,853)

(904)
(26,577)
(1,925)

4,061,057
4,095,373

59,719
3,187,292

94,810

(157,211)
(149,349)

(5,641)
(27,667)
(7,108)

3,903,846
3,946,024

54,078
3,159,625

87,702

(167,074) (660,051)

(13,429)

(1,111894)
(234,432)

2,378,595
3,773

1,059,028
[7B,547)

(2,933,181)
129,516
10,472

4,255,931
503,257

1,444,883

(2,784)

(762,311)
(1,161)

(26,156)
(27,920)

(120,191 )
(85,395)

(327,451)
(1 17,085)
(119,935)

(6,417)

5,425,905
217,497

18,851,801
29,572

1,414,321
602,262

4,842,057
5,736,738

21,409,823
11,111,569
7,813,666
1,655,996

(3.664,500)
(22,258)
(27, 1 Hz)
(89,672)

(203,947)
(152,534)

(2,5583536)
(159,346)
(147,720)

(6,829)

4,765,854
217,497

15,187,301
7,314

1,387,159
512,590

4, 638.110
5,584.204

18,851 ,287
10,952,223
7,665,946
1,649,167

1,097719
421,063
522,194

1,619,425

(1,155)
(1,296)

(128,309l
(69,953)
(8,987)

(121,630)

6,099,751
3,074,227

789,934
7,467,306

1 15,264

(544,246)
(298,443)
(10,604)

(481 ,G56)

5,555,505
2,775,784
779,330

6,985,650
115,264

9,398
(20,677)

(468)
(2,623)

(75,424)

11,583
71 ,283

288,774

129,343
(12,917)

(425,273)

140,926
58,366

(136,499)

ACCT
NO

301000
302000
303200
303300
303400
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
331400
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

ACCOUNT NAME
Organization
Franchises
Land a Land Rights SS
Land 8 Land Rights P
Land a. Land Rights TD
Land 8. Land Rights AG
Struct 8. Imp SS
Struck 8. Imp P
Strict 8. Imp V\/T
STTUC18. Imp TD
Struck 8. imp Offices
Struct 8. Imp Misc
Collect 8. Impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs 8. Standpipe
TD Mains Not Classified By Size
TD Mains min 8. Less
TD Mains Sin to bin
TD Mains pinto 16in
TD Mains 18in And Greater
Fire Mains
Services
Meters
Meter Installations
Hydrants
Other P/E intangible
Other P/E TD
Office Furniture 8. Equip
Comp 8. Periph Equip
Trans Equip Lt Duty Tr1<s
Trans Equip Hw Duty Tris
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

(148l 3.677 (1,186) 2,491

1
2
3
4
5
8
7
B
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
42 TOTAL $

102,570
289,563

15,329,429 $ (18,664) $

(28,529)
(5,703)

(2,342,258) $

340,310
357,939

1 t0,503,774 $

t35, 187)
(32,780)

(9,752,480) s

305,123
325,159

100,751,294

43
44

Company As Filed
Difference

15,329,429 (18,664l 110,5037774
s s s

(2,339,762)
(2,496) $ s

(10,332,035)
579,555 s

100,171 ,739
579,555

References:
Columns (A) (B): Company Schedule B~2
Column (C): Workpapers "RUCO RevisedSCW ACC DEP",Sheet "2002-2007"
Column (D). Schedule RLM-3, Page 3, Column (D) + Column (A) + Column (B)
Column (E): Schedule RLM-3, Page 3, Column (E) + Column (B) + Column (C)
Column (F); Column (D) - Column (E)



Arizona-Amercian Water Company
Docket Nos, SW & W-01303A-08-0227
Test Year Ended December31, 2007

Agua Fria Water District
Schedule RLM-3

Page 5 of 7

TEST YEAR PLANT SCHEDULES - CONT'D
YEAR ENDED DECEMBER 31, 2005
(A) (B) (C)

R i c o
CALCULATED
ANNUAL DEP.

(D) (E) (F)

LINE
NO

PLANT
ADDTIS/ADJMTS
5 .

252,348
500,128

PLANT
RETIREMENTS
$ $

TOTAL PLANT
VALUE

1.229
359_919

1,088,078
52,866

624,652

ACCUMULATED
DEPRECiATION
$ . $

NET PLANT
VALUE

1,229
359,919

1,088,078
52,866

624,652

1,314,655
143,764

118,143

(105,138)
(68,697)

(997)
(53,474)
(1,925)

5,375,712
4,239,157

59,719
3,305,435

94,810

(262,350)
(218,046)

(6,638)
(81,140)
(9,033)

5,113,362
4,021111

53,081
3,224,295

85,777

3,389,262
698,433

1,238,792

(145,052l (805,103)

(33,473)

8,815,267
915,930

20.057, 120
29,572

1,709,718
865,876

6,850,487
5,660,933

21 ,445,596
16,785,184
15,120,520
2,984,934

295,397
253,514

2,008,430
(75,805)
25,773

5673,1515
7,306,854
1,328,925

(844,155)
(1,307)

(65,233)
(25,199)
(87,855)
(87,460)

(327,621)
(187,152)
(137,753)
(44,714)

(4,475, 182)
(23,565l
(92,395)

(114,870)
(291803)
(239,994)

(2,BB6,157)
(346,498)
(285,473)
(51,543)

8,010,164
915,930

15,581,938
6,007

1,617,323
751,006

6,558,684
5,420,939

18,559,439
15,438,686
14,835,047
2,933,391

1,963,422
388,125
384,323

1,816,394

(91)
(1,840)

(158,884)
(80,563)
(22,059)

(15551 a)

8,063, 173
3,462,261
1,172,417
9,283,700

115,264

(703, 129)
(378,915)
(30,824)

(637,273)

7,360,044
3,083,346
1,141,593
8,646,427

115,264

14,9B8
26,946
2,185

(20,780)
(493)

(2,883)
(72,216)

26,571
77,449

290,959

128,850
4,980

<497,490>

155,421
82,429

(206,531 )

(148) 3,677 (1,334l 2,343

ACCT
n o .

301000
302000
303200
303300
303400
303600
304100
304200
304300
304400
304500
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
331400
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

ACCOUNT NAME
Organization
Franchises
Land 8. Land Rights SS
Land 8. Land Rights P
Land a Land Rights TD
Land a. Land Rights AG
Strict & Imp SS
Strict & imp P
Struck 8. Imp WT
Struct & imp TD
Struct 8 Imp Offices
Struck 8. Imp Misc
Collect 8. Impounding
Wells a Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Nor.-Media
Dist Reservoirs 8. Standpipe
TD Mains Not Classified By Size
TD Mains air\ 8. Less
TD Mains Bin to Bin
TD Mains 10in to 15in
TD Mains 18in And Greater
Fire Mains
Services
Meters
Meter Installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture 8. Equip
Comp & Perish Equip
Trans Equip Lt Duty Tris
Trans Equip Hw Duty Trks
Stores Equipment
Tools,shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

943,224

1
2
3
4
5
6
7
B
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
25
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
42 TOTAL $ 30,132,068 s (56,184) $

(46,816)
(17,646)

(2,741,058) $

1,283,534
357,939

140,579,558 $

(82,003)
(50,427)

<12,437,354 ) s

1,201,531
307,512

128,142,304

43
44

Company As Filed
Difference

(56,184l
$

30,113,487
18,581 s s

(2,712,039)
(29,019) s

140,561,077
18,581 $

(13,044,074)
606,720 $

127,517,003
625,301

Referenced
Columns (A) (B); Company Schedule B-2
Column (C)1 Workpapers "RUCO Revised SCW Acc DEP", Sheet "2002-2007"
Column (D). Schedule RLM-3, Page 4, Column (D) + Column (A) + Column (B)
Column (E); Schedule RLM-3, Page 4, Column (E) + Column (B) + Column (C)
Column (F); Column (D) - Column (E)



Arizona-Amercian Water Company
Docket Nos SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fda Water District
Schedule RLM-3

Page 6 of 7

TEST YEAR PLANT SCHEDULES _ CONT'D
YEAR ENDED DECEMBER 31, 2006
(A) (B) (C)

RUCO
CALCULATED
ANNUAL DEP.

(D) (E) (F)

PLANT
ADDTIS/ADJMTS
s

PLANT
RETIREMENTS
S s

ACCUMULATED
DEPRECIATION
$ _ $

73,103
178

(8,455)
(668)

TOTAL PLANT
VALUE

1229
359,919

1.152,726
52,376

624,652

8.455
668

NET PLANT
VALUE

1,229
359,919

1,161,181
53.044

624,652

1 ,302,214
334,261

(20,074)
l43,865)
(39,917)

243,003

(148,769)
(73,352)

(970)
(57,660)
(1,925)

6,657,852
4,529,553

19,802
3,548,438

94,810

(391,045)
(247,532)

32,309
(13B,801 )
(10,957)

6,266,807
4,282,021

52,111
3,409,637

83,853

762,028
54,932
50,132

(13,682)
(156,700)

(1,147,936)
(17,748)

(229,214l

(70,010)
(88,573)

(457,841)
4,471,575

10,085
51,598
9,a4a

6,816,687
5,327,755
8,924,321

(93,320)

(882,391 I
(1,274 )

(62,496)
(129,924)
(114,405)
(86,900l

(328, 137 )
(299,664)
(252511 I
(178.012)

9,563,623
824,162

18,959,316
11,824

1,251,877
5,267,541
6,771,999
5,712,531

21,362,124
23,601,871
20,448,275
11,9092255

(1,020,634 )
156,700

(4.209,636)
(7,092)

(154,892)
(174,784)
(317,634)
(326,894)

(3, 120,974)
(646, 162)
(538,283)
(229,555)

8,542,989
980,862

14,749,680
4,732

1,096,985
5,092,757
6,454,365
5,385,637

18,241,150
22,955,709
19,909,992
11,679,700

913,989
754,076
313,720
977,157
(115,ze4>

(100,544)
(1,327)

(211,499)
(95,325)
(33,469)

(194,874)

8,977,162
4,115,793
1,484,810

10,260,857

(914,628)
(374,696)
(62,966)

(832,147)

8,062,534
3,741 ,097
1,421,844
9,428,710

66,750

7,334 (95,652)

(1,371)
(3,129)

(59,710)

93,321
77,449

202,641

127,479
1.851

(461,547)

220,800
79,300

(258,906l

ACCT
n o .

301000
302000
303200
303300
303400
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
331400
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

ACCOUNT NAME
Organization
Franchises
Land 8. Land Rights SS
Land 8. Land Rights P
Land 8 Land Rights TD
Land B. Land Rights AG
Struck 8. imp as
Struct 8 Imp P
Struct 8. Imp WT
Strict a Imp TD
Struck 8. imp Offices
Struck 8. Imp Misc
Collect 8 Impounding
Wells 8. Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs a. Standpipe
TD Mains Not Classified By Size
TD Mains Ain 8. Less
TD Mains Gin to bin
TD Mains 10in to 16in
TD Mains 18in And Greater
Fire Mains
Services
Meters
Meter installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture 8. Equip
Comp 8. Perish Equip
Trans Equip Lt Duty Trks
Trans Equip Hw Duty Tris
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Nora-Telephone
Comm Equip Other

5,04o (120l (274) 8,597 (1,488) Moe

LINE
NO.

1
2
3
4
5
6
7
B
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
42 TOTAL $

30,758
156,062
83,696

31 . 177,307 $ (1,898,591) s

(96>
(138,077)
(19,831 >

(3,S06,556) 35

30,758
1 .439,596

441,635
169,858,374 s

(96)
(220,079)
(70,258)

(14,145819) $

30,662
1.219517

371.377
155,713,055

31,177,307 (1,B98,591]43
44

Company As Filed
Difference $ s s

(1,740,264)
(1 ,866,292) $

169.839,793
18,581 s

(9,120,772)
(5,024,547) s

160,719.021
(5,005,966)

References:
Columns (A) (B): Company Schedule B-2
Column (C): Wor*kpapers "RUCO Revised SCW Acc DEP", Sheet "2002-2007"
Column (D)1 Schedule RLM-3, Page 5, Column (D) + Column (A) + Column (B)
Column (E) Schedule RLM-3, Page 5, Column (E) + Column (B) + Column (C)
Column (F): Column (D) - Column (E)



Arizor»a~Amercian Water Company
Docket NOS. SW & W-01303A-0B-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule RLM-3

Page 7 of 7

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31 I 2007
(A) (B) (C)

R i c o
CALCULATED
ANNUAL DEP

(D) (E> (F)

PLANT
ADDIS/ADJMTS
s

PLANT
RETIREMENTS
$ $

ACCUMULATED
DEPRECIATION
s s

(37,922)
280,910
(80,838)

TOTAL PLANT
VALUE

1,229
321,997

1.433,636
(28,462)
624652

8.455
668

NET PLANT
VALUE

1,229
321,997

1,442,091
(27,794)
624,652

2,362,307
310,343

1,142,208
2,513

78,475

(3,042l
(170,153)
(77,036)

(7,002)
(59,268)
(3,094)

9,020, 159
4,836,854
1 ,162,010
3,550,951

173,285

(561 ,198]
(321 ,527)

25,307
(198,069)

(14,051)

8,458,961
4,515.328
1 ,187,317
3.352882

159,234

(257,486)
(279)

(187,316)

(2,974)

(1,514)

(874,157)
(523)

(55,439)
(251,008)
t151322)
(87,477)

(326,905)
(415,264)
(366,902)
(283. 135)

(1,278,120)
156,979

(4,896,477)
(7,614)

(210,331)
(422,818)
(468,955)
(414,371)

(3,446,365)
(1,061,426)

(905,185)
(512,690l

2,310.727
4,763

2,427,873
48

19,674
4238,808
2,975.5B5

5.393
10,543

7,727,608
6.836,139
1,855. 145

89,876
2.298256

555,923
98,457

1,532,553

(2,396)
(4,886)

(246,477)
(109,768)
(39,714)

(222,058)

11,874,350
828,646

21,199,873
11,872

1,271,551
9,503,375
9,747,585
5,717,924

21,371 ,153
31,329,479
27,284,414
13,774,400

89,876
11,273,032
4,666,830
1,583,277

11,793,410

(1,158,710)
(479,578)
(102,679)

(1,054,205)

10,596,230
985,625

16,303,396
4,257

1,061 ,2zo
9,080,557
9,278,628
5,303,553

17,924,788
30,2680053
26,379,229
13,261,711

89,876
10,114,323
4,187,252
1,480,597

10,739,205

1.845
1215

15

(2,302)
(3,989)

(3,895)
(3, 124)

(50,664)

92,864
74,675

202,656

125,886
2,716

(51221 U

218,750
77,390

(309,555)

ID (345) 8,607 (1,834) 6,773

ACCT
NO.

301000
302000
303200
303300
303400
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
331400
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

ACCOUNT NAME
Organization
Franchises
Land a. Land Rights as
Land 8. Land Rights P
Land s. Land Rights TD
Land 8. Land Rights AG
Struck 8. Imp SS
Struct 8. Imp P
S'lJ'uct a. Imp WT
Struck 8. Imp TD
Struct 8. Imp Offices
Struck a Imp Misc
Collect 8. Impounding
Wells 8. Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Noel-Media
Dist Reservoirs 8. Standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mairis min to Bin
TD Mains 10in to 16in
TD Mains 18in And Greater
Fire Mains
Services
Meters
Meter Installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture 8. Equip
Comp 8. Periph Equip
Trans Equip Lt Duty Trks
Trans Equip Hw Duty Trks
Stores Equipment
Tools,shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

S

LINE
no.
1
2
3
4
5
B
7
B
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
42 TOTAL s

(199)
23.1 DO
4.962

37,086,338 s
656,011)

(264,709) 5

(1,590)
(146.881 )

(21,675)
(4,232,362) $

30,559
1 .4e2,700

390,586
206,680,003 $

(1586)
(366,960)

(35,922)
(18,112,972) $

28,873
1,095,740

354,664
188,567,031

37,086,338 (264,709)43
44

Company As Filed
Difference $ s s

(4,044,853)
(187,509) $

206,661,422
18,581 s

[18,829,191)
716,219 $

187,832,231
734,800

$ 206,680,003
(18,581 )

4,483,732

sRUCO TY As Calculated
RUCO Adjustments

Co. TY Adjustments To Book
Co. Variance To GL

Co. Variance To Sch. E
Total

Co. As Filed
Difference

s 211,145,154
211,145,154

$

(1s,112,Q72)
(716,219)
(743,625)
277,120

(737,737)
(20,033,433)
(20,033,433l

s $

S s 718,594As. #1 - Difference In Computing
Adj #3 . Conforming To off DH 4.3
Adj. #4 - ConforrrlingTo Stf GB 9.4

Total RUCO Adjustments s
18,581
18,581 s

(2,375)
716,219

s $

s s

Ruco As Adjusted
RUCO Adjustments

Co. As Filed
Cc. Acqusfments

cc. Computed s

211,163,735
(18,581)

211,145,154
4,483,732

206,661,422 s

(19,317,214l
(716,219)

(20,033,433]
(1,204,242]

(18,829,191)

References:
Columns (A) (B): Company Schedule B-2
Column (C):Wgrkpapets "RUCO Revised SCW Acc DEP", Sheet "2002-2007"
Column (D)i Schedule RLM-3, Page 6, Column (D) + Column (A) + Column (B)
Column (E)i Schedule RLM-3, Page 6, Column (E) + Column (B) + Column (C)
Column (F): Column (D) - Column (E)



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule RLM-5

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6

ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

1
2
3

s 192,139
192,139

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 2 - Line 1

Materials And Supplies As Per Company
Materials And Supplies As Per RUCO
Adjustment $

4
5
6

$ 214,929
214,929

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

Prepayment As Per Company
Prepayment As Per RUCO
Adjustment $

7
8
9

Cash Working Capital As Per Company
Cash Working Capital As Per RUCO
Adjustment

$ 1,409,860
91,837

(1 ,318,023)

Company Schedule B-5, PG. 1
RUCO Schedule RLM-5, Page 2

Line 8 - Line 7

10 TOTAL ADJUSTMENT (See RLM-2, Column (G))

$

$ (1,318,023) Sum Lines3, 5 & 9



Arizona-Amercf an Water Company
Docket Nos. SW 8< W-01303A-08-0227
Test Year Ended December 31, 2007

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 . CONT'D
LEADILAG DAY SUMMARY

Agua Fria Water District
Schedule RLM-5

Page 2 of 2

(8) (D) (E)

LINE
NO. DESCRIPTION

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

(C)
R i c o

EXPENSES
AS ADJUSTED

(LEAD)/LAG
DAYS

DOLLAR
DAYS

$ $ (71 ,074) $ 1,369,603
901,467

1,954,815
1,121 ,555
2,775,604

396,645
240,413
158,153
370,806
63,217

12.00
(30.88)
32.42
18.06
10.40
(14.08)
45.00
(68.27)
19.76
(10.50)

$ 16,435,242
(27,837,301)
63,377,644
20,249,676
28,866,282
(5,585,515)
10,818,585

(10,797,2'l6)
7,326,317
(663,779)

1
2
3
4
5
6
7
8
9
10
11
12

1,440,677
901 ,467

1,954,815
1,121 ,555
2,775,604

396,645
240,413
158,153
370,808
63,217

4,397,190
1,603,545

(4,397,190)
(68,591) 1,534,953 30.00 46,048,599

13
14
15

Appropriate Operating Expenses:
Labor
Purchased Water
Fuel 8 Power
Chemicals
Management Fees
Group Insurance
Pensions
Insurance Other Than Group
Customer Accounting
Rents
Depreciation & Amortization
Other Operating Expenses

Taxes:
Taxes Other Than Income
Property Taxes
Income Tax

128,923
803,071

3,352v198
22,785

(1 ,734,232)

128,923
825,856

1,617,966

15.07
212.50
28.75

1 ,943,464
1755494,414
46,516,532

16 Interest Expense 1,952,967 1,952,967 106.52 208,030,062

17 Total Appropriate Operating Expenses $ 19,708,280 $ (4,295,335) $ 15,412,944 $ 580,223,005

18 Expense Lag Line 17, Col. (E) /ac) 37.65

19 Revenue Lag Company Response To RUCO DR 8 39.82

20 Net Lag Line 18 ... Line 17 2.17

21 RUCO Adjusted Expenses Col. (C), Line 16 $ 15,412,944

22 Cash Working Capital Line 19 X Line 20 / 365 Days 91 ,837

23 Company As Filed CO Schedule B-6, Page 1 1,409,860

24 Difference Line 21 - Line 22

25 ADJUSTMENT (See RLM-5, Page 1, L 9) Line 23

$ (1,318,023)

$ (1,318,023)

Referee Column (A): - Company Schedule B-6
Column (B): RUCO Operating income Adjustments (See Schedule RLM-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-6
Column (E): Column (C) X Column (D)

l l I'll



Arizona-Amercian Water Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule RLM-6

Page 1 of 1

OPERATING INCOME

LINE
NO.

(A)
COMPANY

AS
FILED

(8)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
pRoD

CHANGES

(E)
RUCO

AS
RECOMM'D

$ 17,913,497
905,117

$ s 17,913,497
905,117

$ 3,582,770 $ 21 ,496,267
905,117

1
2
3
4

DESCRIPTION
Revenues;

Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues
TOTAL OPERATING REVENUE $ 18,818,614 $ $ 18,818,614 $ 3,582,770 $ 22,401,384

$ $ (71 ,074) $ 1,369,603
901,467

1,954,815
1,121,555

$ $ 1,369,603
901,467

1,954,815
1,121,555

870

(5,450)

(46,541 )
22,785

5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes - Property Taxes
General Taxes - Other
Income Tax
Rounding

1,440,677
901,467

1,954,815
1,121 ,555

(B70)
2,775,604

396,645
240,413

64,012
158,153
370,806
63,217

161 ,107
787,967
591,329

4,397,190
803,071
128,923

(138,756) 373,813

2,775,604
396,645
240,413
64,012

158,153
370,806

63,217
161 ,107
782,517
591,329

4,350,649
825,856
128,923
235,057 1,382,909

2,775,604
396,645
240,413
64,012

158,153
370,806

63,217
161,107
782,517
591 ,329

4,350,649
825,856
128,923

1,617,966

25 TOTAL OPERATING EXPENSES $ 16,217,325 $ 274,405 $ 16,491,730 1,382,909 $ 17,874,639

26 OPERATING INCOME (LOSS) $ 2,601 ,289 $ (274,405) $ 2,326,884

$

~$ 2,199,861 $ 4,526,745

References:
Column (A): Company Schedule C-1
Column (B): RLM-7, Columns (B) Thru (H)
Column (C): Column (A) + Column (B)
Column (D): RLM-1, Pages 1 81 2
Column (E): Column (C) + Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule RLM-8

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1

PROPERTY TAX COMPUTATION

LINE

NO. DESCRIPTION REFERENCE (A) (8)

Calculation Of The Company's Full Cash Value:

$1
2
3
4
5

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues in Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Sch. RLM-6, Col (c), Lm 4
Sch. RLM-6, Col (c), Lm 4
Sch. RLM-6, Col (D), Lm 4

Sum Of Lines 1, 2 8. 3
Line 4 / 3

$

18,818,614
18,818,614
22,401,384
60,038,612
20,012,871

6 Two Times Three Year Average Operating Revenues Line 5X 2 $ 40,025,741

Co. Sch. E-1, Page 2
Line 7 >< 10%

$ 1 ,422,6307
8

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP $ 142,263

Company Workpapers
Company Workpapers

Line 9 + Line 10

$9
10
11

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dep. Of Transportation Equipment

Book Value Of Transportation Equipment $

12 Company's Full Cash Value ("FCV") Sum Of Lines 6, 8 84 11 $ 40,168,004

Calculation Of The Company's Tax Liability:

13
14

MULTIPLYz
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 33

23.0%
9,238,641

15
16

17

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability

Company Workpapers
Company Workpapers

Line 15 + Line 16

8.93915%
0.00%

8.93915%

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 825,856

19 Test Year Adjusted Property Tax Expense As Filing Co. Sch. C-1 803,071

20 Decrease In Property Tax Expense Line 18 - Line 19 s 22,785

21 RUCO Adjustment (See RLM-6, Column (B)) Line 20 $ 22,785

I  l  l lm



Arizona-Amercian Water Company
Docket Nos. SW & W~01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule RLM-9

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
TEST YEAR DEPRECIATION EXPENSE

LINE

(A)
TOTAL
PLANT

VALUE

(B)
COMPANY
PROPOSED

DEP. RATES

(C)
TEST YEAR

DEPRECIATION

EXPENSEACCOUNT NAME
$ 1,229

321 ,997
1,433,636

(28,462)
624,652

$

9,020,159
4,836,854
1 ,162,010
3,550,951

173,285

225,504
80,775
19,406
59,301
3,518

11,874,350
828,646

21 , 199,873
11,872

1,271,551
9,503,375
9,747,585
5,717,924

21,371,153
31,329,479
27,284,414
13,774,400

89,876
11,273,032
4,666,830
1,583,277

11,793,410

299,234

937,034
525

56,203
380,135
162,785

a7,484
326,979
479,341
417,452
322,321

1,375
279,571
117,137
_39,740
235,868

92,864
74,675

202,656

3,752
3,017

50,664

8,607

0.00%
0.00%
0 00%
0 of%
0 00%
0 00%
2.50%
1.57%
1.67%
1.67%
2.03%
0.00%
0.00%
2.52%
0.00%
4.42%
4.42%
4.42%
4.00%
1.67%
1.53%
1.53%
1.53%
1.53%
2.34%
1.53%
2.48%
2.51 %
2.51 %
2.00%
0.00%
0.00%
4.04%
4.04%
25.00%
25.00%
3.92%
4.02%
3.71 %
5.20%

10.30%
4.93%

346

n o .
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

ACCOUNT

n o .
301000
302000
303200
303300
303400
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
331400
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300
TOTAL

Organization
Franchises
Land 81 Land Rights SS
Land 81 Land Rights P
Land 8- Land Rights TD
Land & Land Rights AG
Struck 81 Imp SS
Struck 81 Imp P
Struck & Imp WT
Struck & Imp TD
Struct & Imp Offices
Struct & Imp Misc
Cdiiect 8< impounding
Wells 8< Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs 8¢ Standpipe
TD Mains Not Classified By Size
TD Mains min 8< Less
TD Mains Gin to Bin
TD Mains pinto 16in
TD Mains 18in And Greater
Fire Mains
Services
Meters
Meter Inst aitations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture 8< Equip
Comp 8; Periph Equip
Trans Equip Lt Duty Tris
Trans Equip Hvy Duty Tris
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Teiephone
Comm Equip Other

TEST YEAR DIRECT UPIS AND DEPRECIATION EXPENSE $

30,559
1,462.700

390,586
206,680,003 $

1 ,589
150,658
19,256

4,760,969

44 SUB-TOTAL TEST YEAR CORPORATE UPIS AND DEPRECIATION EXPENSE

45 TOTAL DEPRECIATION EXPENSE ON UPIS

186,438

4,947,406

45 POST TEST YEAR DEPRECIATION EXPENSE ON UPIS 55,722

46 DEPRECIATION ON ACQUISITION ADJUSTMENT 230,973

47 AMORTIZATION OF REGULATORY ASSETS 2,918

48 AMORTIZATION OF CONTRIBUTIONS (689,025)

AMORTIZATION OF REGULATORY CIAC
Rounding

TOTAL DEPRECIATION EXPENSE $

49
50
51
52
53

Company As Filed
Difference $

s

(197,344)
(1)

4,350,649
4,397,190

(46,541)

54
References3

RUCO Adjustment (See RLM-7, Column (C)) (46,541)

Column (A): RLM~3, Page 7, Column (D)
Column (B): RLM~3,Page1, Column (A)
Column (C): Column (A) X Column (B)



Arizona-Amercian Water Company
Docket Nos. SW a W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule R_M-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3

RATE CASE EXPENSE

LINE
no. DESCRIPTiON

(A)
COMPANY
ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 612,000 $ (187,735) $ 424,265

2 Allocation Factor (See NOTE Below) 31.3783% 45.2631%

3 Agua Fria Water District (Line 1 X Line 2) $ 192,035 $ $ 192,035

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense For Instant Case (Line 3 I 3 Years) $ 64,012

6 Company Rate Case Expenses As Filed (Company Sch, C-2) $ 64,012

7 RUCO Pro Forma Rate Case Expense (Lines 5 - 6) $

8 RUCO Adjustment (Line 7) (See RLM-7, Column (D)) $

NOTE

Company As Filed RUCO As Adjusted

1117965%
10.4331 %
0.9990%

31,3783%
1 .8B22%

11.3740%
1.4612%

69.3243%

$ 17.0164%
15.0497%
1.4411%

45.2631%
2.7151 %

16.4059%
2.1078%

100.0000%

sg
10
11
12
13
14
15
16

4-Factor Allocation
Districts included In This Filing

Sun City WestWater District
Paradise Valley Water District
TubacWater District
Agua Fria Water District
Havasu Water District
Mohave Water District
Mohave Wastewater District
Total $

72,195
63,851
6,114

192,035
11,519
69,609
8.943

424,265 $

72,195
63,851
6,114

192,035
11 ,519
69,609
8,943

424,265

Districts NOT included In This Filing
Agua Fria Wastewater District
Distco/Treatco Sewer
Distcoffreatco Water

8.2232%
9.8095%

126430%
100.0000%

s17
18
19
20 $

50,326
60,034
77,375

612,000

l l



Arizona-Amercian Water Company
Docket Nos. SW & w-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule RLM-1 1

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 5

ANNUAL INCENTIVE PLAN EXPENSE

LINE
no. DESCRIPTION REFERENCE

(A)
RUCO

AS ADJUSTED

1 AZ-AM Annual Incentive Plan ("AlP") Expense Total Co. Response To RUCO DR 3.01 .e $ 482,198

2
3

Allocation Factor
Agua Fria Water District

Co. Workpapers Per SLH-6
Lines 1 X 2 $

23.0946%
111,362

4 Portion Deemed Shareholder Benefit Only RLM Testimony 30.00%

5 RUCO Test-Year Disallowance Of AlP Expense Lines 3 X 4 $ (33,409)

6 RUCO Adjustment (See RLM-7, Column (D)) Line 5 $ (33,409)



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule RLM-12

Page 1 of 5

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

MISCELLANEOUS ADJUSTMENTS

(B)
RUco ADJUSTMENTS

ALLOCABLE ALLOC'N DISTRICT

TOTAL 4-FACTOR TOTAL

(A) (C) (D)

LINE
NO DESCRIPTION

RUCO

AS ADJUSTED

1 Agua Fria Water Direct  Miscel laneous Account  (RLM-12,  Pg,  Ln 118) $ (22307.02) 100.00% $ (2,307)

2 Corporate Of f ice Al locable Miscel laneous Account  (RLM-12,  Pg 4,  Lm 98) $ (13,607.91)

T O T A L

23 . 0946% $ (3,143)

3 $ (5,450)

4 RUCO ADJUSTMENT TO MISCELLANEOUS ADJUSTMENTS (See RLM-7,  Column (H )) $ (5 ,450)

NOTE

5
6
7
8
g

10
11

4-Factor Al locat ion
Sun City West Water Distr ic t
Paradise Valley Water Dist r ic t
Tubac Water Dis t r ic t
Agua Fria Water Dist r ic t
Havasu Water Dist r ic t
Mohave Water D is t r ic t
Mohave Wastewater D is t r ic t

8.3198%
7.6863%
0.7254%

23.0948%
1.3850%
7.8288%
1.0290%

References:
Column (A): RLM-12, Pages 2 Thru 5 Derived From Company's Line 21 Workpapers
Column (B): See NOTE
Column (C): Column (A) X Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule RLM-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

INCOME TAX EXPENSE

(A) (B)
LINE

NO, DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. MDC-6, Column (o), L26 + L23 $ 2,561 ,942

2
3
4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 20

Lir\e 1 - Line 2 - Line 3 $

42,433
1 ,952,967

566,541

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch. MDC-1, Pg 2, Col. (D), L34
Line 4 X line 5 35

34.00%
192,624

STATE INCOME TAXES:

7 Line 1 $ 2,561 ,942

8
9

Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Note (A) Line 20
Line 7 - Line 8 $

1 ,952,967
608,975

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ 42,433

TOTAL INCOME TAX EXPENSE:
Line 6

Line 11
Line12 + Line 13

$12
13
14

Federal Income Tax Expense
State Income Tax Expense

Tota\ Income Tax Expense Per RUCO $

192,624
42,433

235,057

15 Total Income Tax Expense Per Company (Per Company Sch. C-1 ) (138,756)

16 Total Income Tax Adjustment Line 14 .. Line 15 $ 373,813

17 RUCO Adjustment (See Sch. RLM-7, Column (H)) Line 16 S 373,813

$18
19
20

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. RLM-2, Col. in), L17)
Weighted Cost Of Debt (Sch. RLM-16 Col. (F), LI )
Interest Expense (L18 X L19) $

64,667,787
3.02%

1 ,952,967



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule RLm-14

Page 1 of 1

COST OF CAPITAL

LINE

NO. DESCRIPTION

CAPITAL

RATIO

(A)

COST

(8) (C)
WEIGHTED

COST
RATE

3.02%

2

1

PREFERRED STOCK

DEBT 55.20%

0.00% 0.00%

5.46%

000%

3 COMMON EQUITY 44.80% 8.88% 3.98%

4 TOTAL CAPITALIZATION 100.00%

5 WEIGHTED COST OF CAPITAL 7.00%

References:
Columns (A) Thru (F): Testimony, WAR

Jul I Ill





HAVASU WATER DISTRICT



Arizona-Amercian Water Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District

TABLE OF CONTENTS TO RLM SCHEDULES

SCH.
NO,

PAGE
no. TITLE

RLM-1 1 8 2 REVENUE REQUIREMENTAND GROSS REVENUE CONVERSION FACTOR

RLM-2A 1 RATE BASE

RLM-2 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

RLM-3 1 TO 7 RATE BASE ADJUSTMENT NO. 1 - CONFORMING ADJUSTMENT TO COMPANY REVISIONS TO ACC. DEP.

RATE BASE ADJUSTMENT no. 2 .. REINSTATE CIAC ASSOCIATED WITH CWIPTESTIMONY

TESTIM0NY RATE BASE ADJUSTMENT no. 5 - DEFERRED REGULATORY DEBITS

RLM-5 1 & 2 RATE BASE ADJUSTMENT no. 6- ALLOWANCE FOR WORKING CAPITAL

RLM-6 1

RLM-7 1

OPERATING INCOME

SUMMARY OF OPERATING INCOME ADJUSTMENTS

RLM-8 1 OPERATING INCOME ADJUSTMENT NO, 1 - PROPERTY TAX COMPUTATION

RLM-9 1 OPERATING INCOME ADJUSTMENT no. 2 - TEST YEAR DEPRECIATION EXPENSE

RLM-10 1 OPERATING INCOME ADJUSTMENT no. 3 - RATE CASE EXPENSE

TESTIMONY 1 OPERATING INCOME ADJUSTMENT no.4 - WASTE DISPOSAL EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 5 _ ANNUAL INCENTIVE PAY EXPENSERLM-1 1

TESTIMONY 1 OPERATING INCOME ADJUSTMENT NO, 6 ONLYAGUA FRIA, MOHAVE WATERAND SUN CITYWEST
CONFORMING ADJUSTMENT TO COMPANY REVISIONS LABOR

RLM-12 OPERATING INCOME ADJUSTMENT NO. 7 - REMOVE INAPPROPRIATE/UNNECESSARY MISC. EXPENSES

RLM-13 1 OPERATING INCOME ADJUSTMENT NO. 8 - INCOMETAX EXPENSE

RLM-14 1 COST OF CAPITAL

l l ll Jul ll lmllllulllll!



$ 815,803 660,219$

Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule RLM-1

Page 1 of 2

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY

OCRB/FVRB
COST

(B)
RUCO

OCRB/FVRB
COST

1 Original Cost Rate Base $ 4,221 ,474 $ 4,012,421

2 Adjusted Operating Income (Loss) $ (131,419) $ (140,194)

3 Current Rate Of Return (L2 /LI ) -3.11% -3.49%

4 Required Operating Income (L5 X LI ) $ 354,604 $ 280,715

5 Required Rate Of Return On Fair Value Rate Base 8.40% 7.00%

6 Operating Income Deficiency (L4 - L2) $ 486,023 $ 420,910

7 Gross Revenue Conversion Factor (RLM-1, Page 2) 1 .6785 1 .5686

8 Increase In Gross Revenue Requirement (L7 X LE)

9 Adjusted Test Year Revenue $ 1 ,026,587 $ 1 ,026,587

10 Proposed Annual Revenue (LB + LE) $ 1 ,842,390 $ 1 ,686,806

11 Required Percentage Increase In Revenue (LB /LE) 79.47% 64.31 %

12 Rate Of Return On Common Equity 11.75% 8.88%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule RLM-1 Page 2, RLM-6, And RLM-14



1.5686

Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule RLM-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - L2)

Revenue Conversion Factor (LI ILL)

1 .0000
0.3625
0.6375

5
6
7
8
g

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable income (L5 - LE)
Applicable Federal Income Tax Rate (Cof. (D), L34)
Effective Federal Income Tax Rate (L7 X LB)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
31.4720%
29.2790%
36.2470%

$ 280,715
(140,194)

11
12
13

Required Operating Income (Sch. RLM-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. RLM-1, Pg 1, C (B), LE)
Required Increase In Operating Income (L11 - L12) $ 420,910

Income Taxes On Recommended Revenue (Col. (D), L31) 86,691
Income Taxes On Test Year Revenue (Col, (D), L32) (159,839)
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$14
15
1 6

17 Total Required Increase In Revenue (L13 + L16)

$

$

246,530

667,439

RUCO
Recommended
$ 1 ,686,806

1 ,326,620
121 ,020
239,166
6.9680%

$

$ 16,665

$
$

222,501
7,500
6,250
8,500

47,775

1 8
19
20
21
22
23
24
25
26
27
28
29
30
31

CALCULATION OF INCOME TAX

Revenue (Sch. RLM-1, Pg 1, Col. (B), L10)
Operating Expense Excluding Income Tax (RLM-6, Col. (E), L25 - L23)
Synchronized interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed, Tax On 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax On 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax On 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax On 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax On 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal And State Income Tax (L23 + L30)

$
$

70,025
86,691

32
33

Test Year Combined Income Tax, RUCO As Adjusted (RLM-6, Col. (C), L23)
RUCO Adjustment (L31 - L32) (See RLM-6, Col. (D), L23)

$
$

(159,839)
246,530

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 31.47%

$35
36
37

CALCULATION OF INTEREST SYNCHRONIZATIONs
Rate Base (Sch. RLM-2, Col. (H), L15)
Weighted Avg. Cost Of Debt (Sch. RLM-16, Col. (F), LI)
Synchronized Interest (L35 X L36) $

4,012,421
3.02%

121,020



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule RLM-2A

Page 1 of 1

RATE BASE . ORIGINAL cosT

LINE

NO
1

DESCRIPTION
Gross Utility Plant In Service

(A)
COMPANY

AS FILED

OCRB/FVRB
$ 9,837,304

(B)
RUCO

OCRB/FVRB

ADJUSTMENTS
$

(C)
RUCO

ADJ'TED

OCRB/FVRB
$ 9,837,304

2
3

Accumulated Depreciation
Net Utility Plant in Service (Sum LI & LE)

s
$

(1 ,3271687)
8,509,617 $

4,659
4,859

s
s

(1,323,028)
81514,276

4 Advances In Aid Of Const. $ $ $ (3,217.334)(3,217,334)
0

(1 ,355,090) $ (10,645) (1 ,365,735)5
6
7

Contribution In Aid Of Const
Accumulated Amortization Of CIAC

NET CIAC (LS + LE)

$
$
$ (1 ,355,090) $ (10,645)

s
$
$ (1 ,365,735)

8 imputed Regulatory Advances $ $ $

9 Imputed Regulatory Contributions $ (113,427) $ $ (113,427)

10 Customer Meter Deposits $ (512) $ $ (512)
$

11 Deferred Income Taxes And Credits $ 131 ,385 $ $ 131,385

12 Investment Tax Credits $ $ $

13 Deferred Debits s 155,374 $ (145,701) $ 9,673

14 Allowance For Working Capital s 111,462 $ (57,386) $ 54,096

15
16
17

Utility Plant Acquisition Adjustment
Rounding

TOTAL RATE BASE (Sum L's 4, 5, & B Thru 17)

$
$
s

(1)
4,221,474

s
$
$ (209,053)

$
$
$

(1)
4,012,421 $ (209,053)

References:
Column (A): Company Schedule B~1
Column (B): Schedule RLM-2
Column (C): Column (A) + Column (B)
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Arizona-Amercian Water Company
Docket NOS SW & W-01303A-08-0_27
Test Year Ended December 31, 2007

L I NE

NO.
1
2
3
4
5
6
7
8
g

10
11
12
73
14
15
16
17
18
19
20
21
22
23
24
25
26
27
25
29
30
31
32
33
34
35
36
37
38
39
40
41
42 TOTAL

A C C T

n o .
301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304800
305000
306000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
3392500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

ACCOUNT NAME
Organization
Franchises
Land a. Land Rights SS
Land & Land Rights P
Land a. Land Rights TD
Land & Land Rights AG
Struck 8 Imp SS
Struck s. Imp P
Struck & Imp WT
Strict 8 Imp TD
Struct 8 imp Offices
Strict & Imp Misc
Collect & impounding
Lakes. Rivers, Other Intakes
Wells is Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs 8. Standpipe
TD Mains Not Classified by size
TD Mains min & Less
TD Mains Sin to Bin
TD Mains 10in to 16in
Services
Meters
Meter Installations
Hydrants
Othber P/E Intangible
Other P/E SS
Office Furniture & Equip
Comp & Perish Equip
Trans Equip Lt Duty Trks
Trans Equip Hw Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Nor»Telephone
Comm Equip Other

TEST YEAR PLANT SCHEDULES
PRIOR TEST YEAR ENDED DECEMBER 31 I 2001

(A) (B) (C)
PRIOR DECISION no. 67093 - ADJUSTED

DEP. GROSS ACCUMULATED
RATE PLANT DEPRECIATION
0.00% 10,144 $ .
0 00% -
0.00% 10.545
0.00% - -
0.00% .
0.00%
2.79%
0.00%
0.00%
0.00%
2.03%
0.00%
2.54%
0.00%
254%
5.12%
3.71%
0 00%
0.00%

12.00%
2.33%
2.13%
213%
2.13%
2.13%
2.89%
3.52%
3.52%
0.00%
0.00%
0.00%
4.10%
4.10%

25.00%
25.00%
3.93%
7.55%
3.06%
9.23%
4.10%
8.19%

s

s

33,093
9,217

580
1,989,978

107,017
22,738

254,974

721,812

25,315
151,085

1BZ.275
176,386

148,253

25,577

3,254
10,967
84,886

11,B41

19

s

(171,902)

(6,238)
(3,988)

75
(515,609)

(75,605)
(10,719)
(45,084)

(27,743)
(42,384)

(24,643)
(55,856)

(201)
(1,654l

(15,908l

(19,259)

(5,717)

(8,782)

(1)

s

PLANT
ADJUSTMENT

$

(D) (E) (F)
RUCO ADJUSTED PRIOR TESTYEAR

ACC. DEP. GROSS
ADJUSTMENT PLANT

$ 10,144

S s

$

33,093
9,217

580
1,989,378

721,812

107,017
22,738

254,974

25,315
151,085

182,275
176,386

148,253

3.254
10.967
84,886

25,577

11,841

10,545

Havasu Water District
Schedule RLM-3

Page 'l of 7

19

ACCUMULATED

DEPRECIATION
$

$

(G)

(171,902)

(6,238)
(3,988)

75
(515,609)

(27,743)
(42884)

(24,643)
(55,856)

(201)
(1,654)

(15,908)

(75,605)
(10,719)
(45,084

(19,259)

(5,717)

(8,782)

(1)

43
44

Per Company Work Papers
RUCO Increase (Decrease) to GUP1S a Acc um. Depre.

S
5

1,989,979
1

s
s

(515,609) $
S

$
$

$
$

1,989,978 $
$

(515,609)

References:
Columns (A) (B) (C): Company Schedule B-2
Columns (D) (E): See Testimony, RLM
Column (F): column (B) + Column (D)
Column (G): Column (C) + Column (E)



Arizona-Amercian Water Company
Docket NDS SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule RLM-3

Page 2 of 7

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBERS, 2002
(A) (B) (D) (E) (F)

PLANT
ADDTIS/ADJMTS
s

PLANT
RETIREMENTS
s

(C)
Ruck

CALCULATED
ANNUAL DEP.
s $

TOTAL PLANT
VALUE

10, 144

ACCUMULATED
DEPRECIATION
s $

NET PLANT
VALUE

10,144

10,545 10,545

(7th) 25_577 (9,496) 16,081

(0) 19 (1) 18

(3,766) 148,253 (23,025) 125,228

5,101 (1,444)

(2,718)
(1,164)
(9,467)

107,017
22,738

259,631

(78,323)
(11,8B3)
(53,107)

28,694
10,855

206,524

74,786
(11995)
45,745

355,449
159,080

1,548
1,305
5,547

(3,038)
(3,593)

163
(15,415)

(316)
(150)

(5,270)
(6,211)

(121

25,315
225,871
(11995)
767,580
356,449
169,080
183,823
177,694

5,547

(27,681)
(59,449)

163
(187,317)

(316)
(150l

(33,013l
(48,595)

(12)

(2,366)
166,422
(11,832)
580,243
Asa, 1 so
168,930
150,810
129.099

5,535

5,898
(133)
(460)

(21,222)

3,254
15,865
84,886

(334)
r2,114)

(37, 130)

2,920
14,752
47,756

(894) 11,B41 (8,611) 5,230

ACCT
no.

301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304800
305000
306000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
3392500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

ACCOUNT NAME
Organization
Franchises
Land & Lana Rights SS
Land 8. Land Rights P
Land & Land Rights TD
Land 8. Land Rights AG
Struck B. Imp SS
Struck a. Imp P
Struck 8. Imp V\/T
Strict a. Imp TD
Struct a. Imp Offices
Struck 8. Imp Misc
Collect & Impounding
Lakes, Rivers, Other Intakes
Wells 8. Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs 8. Standpipe
TD Mains Not Classified by Size
TD Mains min & Less
TD Mains Gin to air\
TD Mains 10in to 16in
Services
Meters
Meter Installations
Hydrants
Olhber P/E Intangible
Other P/E SS
Office Furniture 8. Equip
Comp 8. Periph Equip
Trans Equip Lt Duty Trks
Trans Equip Hw Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

2.565

LINE
no.
1
2
3
4
5
6
7
B
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
pa
29
30
31
32
33
34
35
36
37
38
39
40
41
42 TOTAL s 657,035 $ (1,444) s

(3,054)
(382)
(36)

(77,851 ) $

33,093
11,782

580
2,645,569 $

(9,292)
(4,370)

39
[592,016) s

23,801
7,411

619
2,053,553

43
44

Per Company Work Papers
RUCO Increase (Decrease) to GUPIS & Acc um. Deere. s

657,035

(0) s
(1,444)

o s
(74,609)

3,242 S

2645.570
(ti $

(590,218)
1,798 $

2,055,352
(1 ,79S)

References:
Columns (A
Column (Cl:
Column (Dai
Column (Eli
Column tF>:

)(B): Company Schedule ELF
Workpapers "RUCO Revised SCW ACC DEP", Sheet "2002-2007"
Schedule RLM-3, Page 1, Column (F) +Column (A) + Column (B)
Schedule RLM-3, Page 1, Column (G) +Column (B) + Column (C)
Column (D) - Column (E)



Arizona-Amercian Water Company
Docket Nos. aw & W-01303A-08,0227
Test Year Ended December 31, 2007

LINE
NO .
1
2
3
4
5
S
7
a
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
CB
29
30
31
32
33
34
35
36
37
38
39
40
41
42 TOTAL

A C C T

NO.
301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304800
305000
306000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
3392500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

ACCOUNT NAME
Organization
Franchises
Land & Land Rights SS
Land 8. Land Rights P
Land 8. Land Rights TD
Land 8. Land Rights AG
Struct 8. Imp SS
Struct s. Imp P
Struck & Imp WT
Struck 8. Imp TD
Struck 8. Imp Offices
Struct 8. Imp Misc
coiieci B. impounding
Lakes, Rivers, Other intakes
Wells 8. Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip other
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified by size
TD Mains min e. Less
TD Mains Sin to Bin
TD Mains 10in to 16in
Services
Meters
Meter Installations
Hydrants
Othber P/E intangible
Other P/E SS
Office Furniture 8. Equip
Comp 8. Periph Equip
Trans Equip Lt Duty Trks
Trans Equip HW Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

PLANT
ADDIS/ADJMTS
$ _

$

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31, 2003
(A) (B)

1 ,367,085

1B2,727
212,859

356,772

82,582
357,197
50,355
65,526

36,798

3,247

3,400
677

3,535

s

PLANT
RETIREMENTS
s

$

(C)
RUCO

CALCULATED
ANNUAL DEP.

$

(3,654)
(483)
(36)

(1 t o,172)

(133)
(771)

(21,222)

(3,038)
(10,724)

256
(16.51 1)
(10282)
(3,601 )
(5,321)
(6,257)

(226)

(9,320)
(2,990)

(111082)

(3,766)

(894)

(714)

(Q)

S

s

TOTAL PLANT

VALUE
10,144

33,093
11,782

580
4,012,655

(D)

25,315
582,643
(11,995)
950,287
569,318
169,080
187,222
178,371

9,183

148,253
82,582

474,214
73,093

326,457

3,254
20,112
84,886

25577

11,841

47,343

19

ACCUMULATED
DEPRECIATION
$

s

(E)

(12,347)
(4,853)

3
(702,188)

(30,719)
(70, 173)

419
(203,828)
(10,599)
(3,751)

(38,334)
(54,B52)

(238)

(468)
(2,885)

(58,351)

(26,790)

(87,643)
(14,874)
(64,189)

(10,209)

(7,505)

Havasu Waler District
Schedule RLM-3

Page 3 of 7

(2)

$

s

NET PLANT
VALUE

10,144

20,746
6,925

583
3,310,466

(F)

(5,404)
512,470
1111576)
746,459
558,719
165,329
148,888
123,519

8.944

121 ,463
82,582

3B6,571
58,219

262,268

2,786
17,227
26,535

47,343

15,368

4,336

17

43
44

Per Company Work Papers
RUCO Increase (Decrease) to GUPIS 8. Acc um. Deere. $

1,367,085
(0) s s

(108,892)
1,280 5

4,012,655
0 $

(699,110)
3,078 s

3,313,545
(3,078)

References:
Columns (Al (B): Company Schedule B~2
Column re): Workpapers "RUCO Revised SCW Acc DEP", Sheet "2002-2007"
Column (D): Schedule RLM-3, Page 2, Column (D) + Column (A) + Column (B)
column (E): Schedule RLM-3, Page 2, Column (E) + Column (B) + Column (C)
Column (F): Column (D) . Column (E)



Arizona-Amercian Water Company
Docket NOS SW & W-01303A-08~0227
Test Year Ended December31, 2007

Havasu Water District
Schedule RLM-3

Page 4 of 7

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31, 2004
(A) (B) (D) (E) (F)

PLANT
ADDIS/ADJMTS
$ .

PLANT
RETIREMENTS
S

(C)
R i c o

CALCULATED
ANNUAL DEP.
$ s

TOTAL PLANT
VALUE

10,144

ACCUMULATED
DEPRECIATION
$ . $

NET PLANT
VALUE

10,144

47,343 47,343

60,441 (787) 86,018 (10,996) 75,022

(0) 19 (2) 17

(3,766) (30,556) 117,697
41,252

516,499
30,250

529,040

(41,330)
142,131
(24,279)
279,394

(12,204)
(3,691)

(12,623

148,253
41 ,252

616,345
48,814

605,852

(99,847)
(18,564)
(76,812l

(8,324)

158,573
5,324

196,249
tea, 1 as)
51 ,771

(13,824 )
B32

1,822
(326)

(3,038l
(13,730)

159
(20,620)
(12,085)
(3,902)
(5,391 I
(6,272)

(340)

25,315
741,517

(3,571)
1,146,536

475,836
220,851
173,398
178,877
11,004

(33,756l
(83,903)

578
(224,449)
(14,359)
(7,653)

(43,725)
(60,798)

(579)

(84411
657,614

(3,093)
922,087
461 ,476
213, 198
129,673
118,079
10,426

(133)
(825)

(21,222)

3,254
20,112
84,886

(601 )
(3,709)

(79,573)

2,653
16,403
5,313

ACCT
NO.

301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304500
304800
305000
306000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
3392500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

ACCOUNT NAME
Organization
Franchises
Land & Land Rights SS
Land a. Land Rights P
Land 8. Land Rights TD
Land B. Land Rights AG
Strict&Imp SS
Struct & Imp P
Strict 8 imp WT
Strict & Imp TD
Strict 8. Imp Offices
Strict & imp Misc
Collect & Impounding
Lakes, Rivers, Other Intakes
Wells a Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs a. Standpipe
TD Mains Not Classified by size
TD Mains min a. Less
TD Mains Bin to Bin
TD Mains 10in to 16th
Services
Meters
Meter Installations
Hydrants
Othber P/E Intangible
Other P/E SS
Office Furniture & Equip
Comp & Perish Equip
Trans Equip Lt Duty Trks
Trans Equip Hw Duty Trks
Stores Equipment
Tools,shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

(894) 11,B41 (8,399) 3,442

LINE
NO
1
2
3
4
5
6
7
B
g
lo
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
ZN
29
30
31
32
33
34
35
36
37
CB
39
40
41
42 TOTAL $ 735,246 S (8,650) $

(3,054)
(483)
(35)

(124,935) s

33,093
11,782

580
4,739,251 S

115,401 )
(5,336)

(33)
(818,474) $

17,692
6,445

547
3,920,777

43
44

Per Company Work Papers
RUCO Increase (Decrease) to GUPIS a Acc um Deere. s

735,245

(0) s
(8,650)

(0) s
(123,568)

1868 $
4,739,252

1 $
(822,678)

(4,204) s
3,916,574

4,203

References:
Columns (A) (B)i Company Schedule B-2
Column (C) Workpapers "RUCO Revised SGW ACC DEP", Sheet "2002-2007"
Column (D) Schedule R_M.3, Page 3, Column (D) + Column (A) + Column (B)
Column (E): Schedule RLM-3, Page 3, Column (E) + Column (B) + Column (C)
Column (F): Column (D) - Column (E)



Arizona-Amercian Water Company
Docket NOS. SW & W.01303A-08.0227
Test Year Ended December 31, 2007

PLANT
ADDTS/ADJMTS
5 .

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31 , 2005
(Al (8)

(10,589)

PLANT
RETIREMENTS
s

(Cl
RUCO

CALCULATED
ANNUAL DEP.
s

(15,655)
(2,499)

(22,330)

(2,400)

(3,766)

(0)

$

TOTAL PLANT
VALUE

10144

(D)

148,253
41,252

616,345
48,814

595,262

47,343

86,018

19

ACCUMULATED
DEPRECIATION
s

(E)

(115,502)
(21,063)
(99,142)

(13,396)

(34,322)

Havasu Water District
Schedule RLM-3

Page 5 of 7

(3)

s

NET PLANT
VALUE

10,144

(F)

113,931
41,252

500,843
27,750

496,121

72,622

47,343

16

(86,183)
10,589
(8,720)
7,505

70,533
335,154

2,41 s
2,126
5,573

(2,964)

4,287
(17,370)

117
(24,428)
(10,568)
(5,002)
(5,046)
(6,261)

(431l

(60,868)
752, 106
(12,391)

1,154,142
546,369
557,006
175,814
178,039
16,577

(29,469)
(1 o1273)

695
(248,877)
(24,927)
(12,656)
(48,771)
(64,095)
(1.010>

(90,337)
650,833
(11 ,696)
905,265
521 ,441
544,350
127,043
113,944
15,568

(8,376)
(133)
(724)

(21,222)

3.254
11,736
84,886

(735)
3,943

(100,794l

2,519
15,678

(15,908)

ACCT
n o .

301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304800
305000
306000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
3392500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

ACCOUNT NAME
Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Land 8. Land Rights TD
Land B. Land Rights AG
Strict 8. Imp SS
Struck 8. Imp P
Struck & Imp WT
Struck & Imp TD
Struck 8. Imp Offices
Struck 8. Imp Misc
Coiiect 8. Impounding
Lakes, Rivers, Other Intakes
Weiis 8. Springs
Power Generation Equip Other
Pump Equip Eiectric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified by Size
TD Mains min & Less
TD Mains Gin to sin
TD Mains 10im<> 15irl
Services
Meters
Meter Installations
Hydrants
Othber PIE Intangible
Other P/E SS
Office Furniture 8. Equip
Comp 8. Perish Equip
Trans Equip Li Duty Trks
Trans Equip HW Duty Trks
Stores Equipment
Tools,shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non~Telephone
Comm Equip Other

460 (895) 12,301 (9,294) 3,007

LINE
n o .

1
2
3
4
5
8
7
8
9

10
11
TZ
13
14
15
16
17
LB
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
AD
41
42 TOTAL S 329,965 s (11,341) $

(3,054)
(483)
(35)

(137,901 ) s

33,093
1 1,782

5B0
5,057,875 $

(18,456)
(5,819)

(69)
(945,034) $

14,637
5,962

511
4,112,841

329,965 5,057,876
1

43
44

Per Company Work Papers
Rico Increase (Decrease) to GUPIS 8 Acc um. Deere s $

<11 .34o)

1 s
(125,686)

12,215 $ s
(948,364)

(3,329) $
4,109,512

3,329

References;
Columns (A)
Column (C):
Column (D):
Column (E):
Column (F)t

(B): Company Schedule B-2
Workpapers "RUCO Revised SCW Acc DEP", Sheet "20D2-2007"
Schedule RLM-3, Page 4, Column (D) + Column (A) + Column (B)
Schedule RLM»3, Page 4, Column (E) + Column (B) + Column (C)
Column (D) » Column (E)



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December31, 2007

LINE
no.

PLANT
ADDIS/ADJMTS
$ _

TEST YEAR PLANT SCHEDULES - CONT'D
YEAR ENDED DECEMBER 31 l 2006
(A> (8)

3,410,895

3,756
27,773
2,117

111,965

8,720
110,799
49,123

20,637

24.904

1,783

PLANT
RETIREMENTS
$

(Cl
RUck

CALCULATED
ANNUAL DEP.
$

(15,920)
(2,540)

(23,652)

(29,002)

6,476
(18,492)

(129)
(24,583)
(11,837)
(11,864)
(5,106)
(6,232)

(563)

(3,766)

(18)

$

TOTAL PLANT
VALUE

10,144

(D)

3,496,913

(52, 148)
862,905
36,732

1,154,142
571,273
557,006
177,597
176,433
15,604

148,253
45,020

e44,119
50,931

707,228

47,343

20,656

ACCUMULATED
DEPRECIATION
$

(E)

(131 ,422>
(23,809

(122,794)

(22,993)
(1 19,765)

567
(273,460)
(36,764)
(24,520)
(53,877)
(63,721)

(867)

(38,087)

(42,398l

(20)

Havasu Water District
Schedule RLM-3

Page 6 of 7

$

NET PLANT
VALUE

10,144

3,454,515

(F)

(75, 142)
743,139
37,299

880,682
534,509
532,486
123,720
107,712
14,737

110,165
45,020

512,697
27,327

5B4,434

20,636

47,343

(257)
(1,606)

(706)

(133)
(481)

(21,222)

3,254
11 ,736
84,886

(868)
3,461

(122,016)

2,385
15,197
(31130)

ACCT
NO.

301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304800
305000
306000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
3392500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

ACCOUNT NAME
Organization
Franchises
Land & Land Rights SS
Land 8 Land Rights P
Land & Land Rights TD
Land & Land Rights AG
Struck & Imp SS
Strict & Imp P
Strict & imp WT
Struck & Imp TD
Strict & Imp Offices
Strut & Imp Misc
Collect a. Impounding
Lakes, Rivers, Other Intakes
Wells & Springs
Power Generation Equip other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified by Size
TD Mains min 8. Less
TD Mains pinto Bin
TD Mains 10in to thin
Services
Meters
Meter Installations
Hydrants
Othber PE intangible
Other P/E SS
Office Furniture is Equip
Comp & Perish Equip
Trans Equip Lt Duty Tats
Trans Equip Hvy Duty Tl*ks
Stores Equipment
Tools,shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

(929) 12,301 (10,223) 2,078

1
2
3
4
5
G
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
CB
39
40
41
42 TOTAL $

63,001
3,835219 s (2,312) s

(3,054)
(483)

(1,149)
(174,680) s

33,033
11,782
63,581

8,890,783 s

(21,510)
(6,302)
(1,217)

(1 ,1 17.402) s

1 1,583
5,479

62,363
7,773,380

43
44

Per Company WQFK Papers
RUCO Increase (Decrease) to GUPIS a. Acc um. Deere s

3,835,219
0 s

(2,312)
(0) s

(174,261)
418 s

8,890,783
0 $

11,122,6251
(5,223) s

7,768, 158
5,222

References:
Columns (A) (B)t Company Schedule B-2
Column (C): Workpapers "RUCO Revised SCW Acc DEP", Sheet "2002,2007"
Column (D): Schedule RLM-3, Page 5, Column (D) + column (A) + Column (B)
Column (E): Schedule RLM-3, Page 5, Column (E) + Column (B) + Column (C)
Column (F): Column (D) - Column (E)



Arizona-Amercian Water Company
Docket Nos SW & w~01303A-08-0227
Test Year Ended December 31, 2007

PLANT
ADDIS/ADJMTS
$ _

TEST YEAR PLANT SCHEDULES . CONTID
YEAR ENDED DECEMBER 31, 2007
(Al (B)

(1399,517 )
99,968

71,025
54
4

645,971

42

PLANT
RETIREMENTS
s

(c)
RUCO

CALCULATED
ANNUAL DEP.
s

(16,362)
(2,608)

(29,231)

(53,761l

(420)

(3,766)

s

TOTAL PLANT
VALUE

10. 144

47.343

(D)

2,097,296
99,968

148,253
116,045
644,172
50,335

1,353,198

20,697

ACCUMULATED
DEPRECIATION
$ _

(E)

(147,784)
(2621 1)

(152,025)

(96,159)

(441)

(41,853)

Havasu Water District
Schedule RLM-3

Page 7 of 7

$

NET PLANT
VALUE

10,144

47,343

2,001,137
99,968

(F)

106,400
116,045
496,389
24,724

1,201,173

20,257

4,202
311,090
493.107

g
10,445

387,791
173,660
101,319

1,407
1.649

(2,254)

1.553
(21542)

(783)
(24,704)
(13.212)
(12,327)
(5,566)
(5,206)

(600)

4,202
25B,942

1,356,012
36,742

1,164,587
959,064
730,665
278,915
175,586
17,253

<21 ,441 )
(141,308)

(2t6)
(298, 164)
(49,976)
(36,847)
(59,443)
(72,673)
(1,467)

4,202
237,501

1214,704
36,526

866,423
909,087
693,819
219,472
102,913
15,786

563 (563)
(2,591 )

(155)
(477)

(21,222)

3,254
9,145

84,886

(460)
5,576

(143,237)

2,794
14,720

(58,351)

ACCT
no.

301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304800
305000
306000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
3392500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

ACCOUNT NAME
Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Land a. Land Rights TD
Land 8. Land Rights AG
Struck a. imp SS
Strict & Imp P
Struck & Imp WT
Struck & Imp TD
Stfuct & Imp Offices
Sttuct & Imp Misc
Collect 8. impounding
Lakes, Rivers, Other Intakes
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip NorrMedla
Dist Reservoirs 8 Standpipe
TD Mains Not Classitied by Size
TD Mains min s. Less
TD Mains Gin to bin
TD Mains thin to 16in
Services
Meters
Meter Installations
Hydrants
Othber P/E intangible
Other P/E as
Office Furniture a. Equip
Comp a Perish Equip
Trans Equip Lt Duty Tris
Trans Equip Hvy Duty TPxs
Stores Equipment
Tools,shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

5.980 (1,023) 18,281 (11,246) 7,035

LINE
no.
1
2
3
4
5
8
7
B
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42 TOTAL $

4,550
(19,167)
894,050 s $

(3,054)
(654)

(2,137)
(218,257) $

33,093
11,702
44,414

9,774,795 $

(24,565)
(2,327)
(3,355)

(1,325,622) $

8,528
9,375

41,059
8,449,174

894,050

(4,629)

(10,037)

(10,037) 9,774,796
1

43
44

Per Company Work Papers
RUCO Increase (Decrease) to GUPIS & Acc um. Deere. s s s

(207,656)
10,601 s s

(1,330,2B1)
(4,559) $

8,444,515
4,658

RUCO TY AS Calculated
Company TY As Calculated

9,774,795
9,774,796

(1,325,522)
(1,330,281 )

RUCO Adjustments \o Increase (Decease) GUPIS & Acc um. Depre. (4,659)

References:
Columns (A)
Co\umr\ (C):
Column (D):
Column (E):
Column (Fly

(B): Company schedule B-2
Workpapers "RUCO Revised SCW ACC DEP", Sheet "20D2-ZDD7"
Schedule RLM-3, Page 6, Column (D) + Column (A) + Column (B)
Schedule RLM-3, Page 6, Column (E) + Column (B) + Column (C)
Column (D) - Column (E)
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Arizona-Amercian Water Company
Docket Nos, SW 8¢ W-01303A-08-0227
Test Year Ended December 31 , 2007

Havasu Water District
Schedule RLM-5

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6

ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE

NO. DESCRIPTION AMOUNT R E F E R E N C E

$ 4.486
4,486

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 2 - Line 1

1
2
3

Materials And Supplies As Per Company
Materials And Supplies As Per RUCO
Adjustment $

$ 4,556
4.556

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

4
5
6

Prepayment As Per Company
Prepayment As Per RUCO
Adjustment $

7
8
g

Cash Working Capital As Per Company
Cash Working Capital As Per RUCO
Adjustment

$ 102,420
45,054
(57,366)

Company Schedule B-5, PG. 1
RUCO Schedule RLM-5, Page 2

Line 8 Line 7

tO TOTAL ADJUSTMENT (See RLM-2, Column (G))

s

$ (57,366) Sum Lines 3, 6 & 9

l l H l lull ml



Arizona-Amercian Water Company
Docket NOS. SW 8 w-m 303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule RLM-5

Page 2 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
LEADILAG DAY SUMMARY

CONT'D

(B) (D) (E)

LINE
no. DESCRIPTION

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

(C)
RUCO

EXPENSES
AS ADJUSTED

(LEAD)/LAG
DAYS

DOLLAR
DAYS

$ 204,741 35 $ 204,741 12.00
494.00
32.42
18.06

$ 2,456,892

111,129
883249

3,603,271
1 ,593,336

52
(2,004) 10.40

(14.08)
45.00
(68.27)
19.76
(10.50)

1,710,358
(897,425)

1,601 ,370
(612,661)
435,897
(53,120)

1
2
3
4
5
6
7
8
9

10
11
12
13

166,461
63,729
35,586
8,974

22,062
5,059

291,351
258,745

1,504
(3,976)

111,139
88,249

52
164,457
63,729
35,586
8,974

22,062
5,059

292,855
254,769 30.00 7,643,065

14
15
16

Appropriate Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Insurance Other Than Group
Customer Accounting
Rents
Depreciation & Amortization
Other Operating Expenses

Taxes:
Taxes Other Than Income
Property Taxes
Income Tax

17,638
44,112

147,572
9,411

(60,881)

17,638
53,523
86,691

15.07
212.50
28.75

265,886
11,373,540
2,492,354

17 Interest Expense 121,020 121,020 106.52 12,890,778

18 Total Appropriate Operating Expenses $ 1,465,418 $ 65,125 $ 1530,543 $ 444503,541

19 Expense Lag Line 18, Col. (E) /(C) 29.08

20 Revenue Lag 39.82

21 Net Lag Line 20 - Line 19 10.74

22 RUCO Adjusted Expenses Col. (c), Line 18 $ 1,530,543

23 Cash Working Capital Line 21 X Line 22 / 385 Days 45,054

24 Company As Filed Co. Schedule B-6, Page 1 102,420

25 D iffe hence Line 23 - Line 24 $

$26 ADJUSTMENT (See RLM-5, Page 1, L 9) Line 25

(57,366)

(57,366)

References:
Column (A): - Company Schedule B-6
Column (B): RUCO Operating Income Adjustments (See Schedule RLM-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-6
Column (E): Column (C) X Column (D)

l al I \\l\II\llllllull



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule RLM-6

Page 1 of 1

OPERATING INCOME

LINE
no.

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
ASADJ'TED

(D)
RUCO
PROP'D

CHANGES

(E)
RUCO

AS
RECOMM'D

SS 1,003,476 $ $ 1 ,003,476 $ 660,219 $ 1,663,6961
2
3
4

DESCRIPTION
Revenues:

Metered Water Revenues
UnmeteredWater Revenues
Other Water Revenues
TOTAL OPERATING REVENUE $

23,110
1,026,587 $ $

23,110
1,026,587 $ 660,219 $

23,110
1,686,806

$ 204,741 35 $ 204,741 $ $ 204,741

111v139
88,249

111,139
88,249

52
(2,004)

(0)

(188)

1,504
9,411

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicafs
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes - Property Taxes
General Taxes - Other
Income Tax
Rounding

111,139
88,249

(52)
166,461

63,729
35,586
3,840
8,974

22,062
5,059

13,616
42,644

198,697
291,351
44,112
17,638

(159,839)
(2)

164,457
63,729
35,586
3,840
8,974

22,062
5,059

13,616
42,456

198,697
292,855
53,523
17,638

(159,839) 246,530

164,457
63,729
35,586
3,840
8,974

22,052
5,059

13,616
42,456

198,697
292,855
53,523
17,638
86,691

25 TOTAL OPERATING EXPENSES $ 1,158,005 $ 8,774 $ 1,166,781 $ 246,530 $ 1,413,310

26 OPERATING INCOME (LOSS) $ (131,419) $5 (8,774) $ (140,194) $ 413,690 $ 273,496

References:
Column (A): Company Schedule C-1
Column (B): RLM-7, Columns (B) Thru (H)
Column (C): Column (A) + Column (B)
Column (D): RLM-1, Pages 1 & 2
Column (E): Column (C) + Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW 8< W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule RLM-8

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1

PROPERTY TAX COMPUTATION

LINE

n o . DESCRIPTION REFERENCE (A) (B)

Calculation Of The Company's Ful! Cash Value:

$1
2
3
4
5

Annual Operating Revenues:
Adjusted Test Year Revenue
Adjusted Test Year Revenue
RUCO Proposed Revenue

Total Three Year Operating Revenues
Average Annual Operating Revenues

Schedule RLM-7
Schedule RLM-7
Schedule RLM-6

Sum Of Lines 1, 2 & 3
Line 4 / 3

$

1 ,026,587
1 ,026,587
1 ,686,806
3,739,979
1 ,246,660

6 Two Times Three Year Average Operating Revenues Line 5 X2 $ 2,493,319

Co. Sch. E-1, Page 2
Line 7 X 10%

$ 100,7977
8

ADD;
10% Of Construction Work In Progress ("CWlP"):

Test Year CWIP
10% of CWlP $3 10,080

Company Workpapers
Company Workpapers

Line 9 + Line 10

$9
10
11

SUBTRACT:
Transportation At Book Value:

Original Cos! Of Transportation Equipment
Acc, Dap. Of Transportation Equipment

Book Value Of Transportation Equipment $

12 Company's Full Cash Value ("FCV") Sum Of Lines 6, 8 & 11 $ 2,503,399

Calculation Of The Company's Tax Liability:

13
14

MULTIPLY:
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 $

23.0%
575,782

15
16
17

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability

Company Workpapers
Company Workpapers

Line 15 + Line 16

9.30%
0.00%
9.30%

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 53,523

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 44,112

20 Increase (Decrease) In Property Tax Expense Line 18 - Line 19 $ 9,411

21 RUCO Adjustment (See RLM-6, Column (B)) Line 20 $ 9,411



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule RLM-9

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
TEST YEAR DEPRECIATION EXPENSE

LINE ACCOUNT

(A)
TOTAL
PLANT

VALUE

(B)
COMPANY

PROPOSED

(C)
TEST YEAR

DEPRECIATION

EXPENSEACCOUNT NAME
$ 10,144 s

47,343

2,097,296
99,958

58,515

20,697 420

148,253
116,045
644,172
50,935

1,353,198

3.766

16,362
2,605

50,204

4,202
258,942

1 ,356,012
36,742

1 ,164,587
959,064
730,665
278,916
175,586
17,253

31,073
31,595

783
24,806
20,428
15,563
8,061
6,161
607

3.254
9,145

84,886

133
375

21,222

18,281

DEP. RATES
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.79%
0.00%
0.00%
0.00%
2.03%
0.00%
2.54%
0.00%
2.54%
5.12%
3.71 %
0.00%
0.00%
12.00%
2.33%
2.13%
2.13%
2.13%
2.13%
2.89%
3.52%
3.52%
0.00%
0.00%
0.00%
4.10%
4.10%
25.00%
25.00%
3.93%
7.55%
3.06%
9.23%
4.10%
6.19%

1 ,380

no.
1
2
3
4
5
6
7
8
9
10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

no.
301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304800
305000
306000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
3392500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300
TOTAL

Organization
Franchises
Land & Land Rights ss
Land & Land Rights P
Land & Land Rights TD
Land 81 Land Rights AG
Struck & Imp SS
Struck & Imp P
Struct & Imp WT
Struck & Imp TD
Struct & Imp Offices
Struct & top Misc
Collect & impounding
Lakes, Rivers, Other Intakes
Wells 8< Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified by Size
TD Mains min & Less
TD Mains Gin to Bin
TD Mains i0in to 16in
Services
Meters
Meter Installations
Hydrants
Othber P/E Intangible
Other P/E SS
Office Furniture & Equip
Comp 8< Perish Equip
Trans Equip Lt Duty Tris
Traris Equip Hvy Duty Tris
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

TEST YEAR DIRECT UPIS AND DEPRECIATION EXPENSE 9

33,093
1 1,702
44,414

9,774,795 $

3,054
480

2,749
300,364

43 SUB-TOTAL TEST YEAR CORPORATE UPIS AND DEPRECIATION EXPENSE 25,755

44

45

SUB-TQTAL POST TEST YEAR DEPRECIATION EXPENSE ON UPIS

TOTAL DEPRECIATION EXPENSE ON UPIS S 326,119

46 AMORTIZATION OF DEFERRED DEBIT _ Y2K COSTS

47 AMORITZATION OF REGULATORY ASSETS 834

48 AMORTIZATION OF CONTRIBUTIONS (6,011)

AMORTIZATION OF REGULATORY GIAC49
50
51

Rounding
TOTAL DEPRECIATION EXPENSE $

(28,087)

292,855

52
53

Company As Filed
Difference $

291,351
1,504

54
References

RUCO Adjustment (See RLM-7, Column (C)) $ 1,504

Column (A): RLM-3, Page 7, Column (D)
Column (B): RLM-3, Page 1, Column (A)
Column (C): Column (A) X Column (B)



Arizona-Amercian Water Company
Docket Nos. so & W-01303A-08-0_27
Test Year Ended December 31, 2007

Havasu Water District
Schedule RLM-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3

. RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY
ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 612.000 $ (187,735) $ 424,265

2 Allocation Factor (See NOTE Below) 1.8822% 2.7151%

3 Havasu Water District (Line 1 X Line 2) $ 11,519 $ $ 11,519

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense For Instant Case (Line 3 / 3 Years) $ 3,840

6 Company Rate Case Expenses As Filed (Company Sch. C-2) $ 3,840

7 RUCO Pro Forma Rate Case Expense (Lines 5 - 6) $ (0)

8 RUCO Adjustment (Line 7) (See RLM~7, Column (D)) $ (0)

NOTE

Company As Filed RUCO As Adjusted

11.7965%
10.4331%
0.9990%

31 .3783%
1 .8822%

11.3740%
1.4612%

69.3243%

$ 17.0164%
15.0497%
1.4411%

45.2631%
2.7151%

16.4069%
2.1078%

100.0000%

$g
1 0
11
1 2
1 3
14
1 5
1 6

4-Factor Allocation
Districts Included In This Filing

Sun City West Water District
Paradise Valley Water District
TubacWater District
Agua FriaWater District
Havasu Water District
Mohave Water District
Mohave Wastewater District
Total $

72,195
63,851
6,114

192,035
11,519
69,609
8,943

424,265 $

72,195
63,851
6,114

192,035
11 ,519
69,609
8,943

424,265

Districts NOT Included in This Filing
Agua Fria Wastewater District
Distco/Treatco Sewer
Distco/Treatco Water

8,2232%
9.8095%

12.6430%
100.0000%

$1 7
1 8
1 9
2 0 $

50,326
60,034
77,375

612,000



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule RLM-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 5

ANNUAL INCENTIVE PLAN EXPENSE

LINE
no. DESCRIPTION REFERENCE

(A)
RUCO

AS ADJUSTED

1 AZ-AM Annual Incentive Plan ("AlP") Expense Total Co. Response To RUCO DR 2 $ 482,198

2
3

Allocation Factor
Havasu Water District

Co. Workpapers Per SLH-6
Lines 1 X 2 $

1.3850%
6,678

4 Portion Deemed Shareholder Benefit Only RLM Testimony 30.00%

5 Lines 3 X 4 $

6

RUCO Test-Year Disallowance Of AlP Expense

RUCO Adjustment (See RLM-7, Column (D)) Line 5 s

(2,004)

(2,004)



Arizona-Amercian Water Company
Docket NOS, SW & w-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule RLM-12

Page 1 of 5

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7
MISCELLANEOUS ADJUSTMENTS

(A) (C) (D)

LINE

NO DESCRIPTION

<B)
RUCO ADJUSTMENTS

ALLOCABLE ALLOC'N DISTRICT
TOTAL 4-FACTOR TOTAL

RUCO

AS ADJUSTED

1 Havasu Water Direct Miscellaneous Account (RLM-12, Pg, Ln 119) $ 100.00% $

2 (13,607.91 ) 1.3850% $ (188)

3

Corporate Office Allocable Miscellaneous Account (RLM-12. Pg 4, Lm 98) $

TOTAL $ (188)

4 RUCO ADJUSTMENT TO MISCELLANEOUS ADJUSTMENTS (See RLM-7, Column (H)) $ (188)

NOTE

5
6
7
8
g
10
11

4-Factor Allocation
Sun City West Water District
Paradise Valley Water District
Tubae Water District
Agua Fria Water District
Havasu Water District
Mohave Water District
Mohave Wastewater District

8.3198%
7.6863%
0.7254%

23.0946%
1.3850%
7.8288%
1.0290%

References:
Column (A): RLM-12, Pages 2 Thru 5 Derived From Company's Line 21 Workpapers
Column (B): See NOTE
Column (C): Column (A) X Column (B)
Column (D): Sums Of Column (C)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule RLM-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

INCOME TAX EXPENSE

(A) (B)

LINE
no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. RLM-6, Column (c), L26 + L23 $ (300,033)

2
3
4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 20

Line 1 - Line 2 - Line 3 $

(29,339)
121,020
(391 ,714)

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch. RLM-1, Pg 2, Col. (D). L34
Line 4 X line 5 $

31 .47%
(123,280)

STATE INCOME TAXES:

7 Line 1 $ (300,033)

8
9

Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Note (A) Line 20
Line 7 - Line 8 $

121,020
(421 ,053)

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 x Line 10 $ (29,339)

Line 6
Line 11

Line12 + Line 13

$1 2
1 3
14

TOTAL INCOME TAX EXPENSE:
Federal Income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO $

(123,280)
(29,339)

(152,619)

15 Total Income Tax Expense Per Company (Per Company Sch. C-1 ) (159,839)

16 Total Income Tax Adjustment Line 14 - Line 15 $ 7,220

17 RUCO Adjustment (See Sch. RLM-7, Column (H)) Line 16 $3 7,220

$18
19
20

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. RLM-2, Cal. (H), L17)
Weighted Cost of Debt (Sch. RLM-16 Col. (F), LI)
interest Expense (L18 X L19) $

4,012,421
3.02%

121,020

I



Arizona-Amercian Water Company
Docket Nos. SW 8= W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule RLM-14

Page 1 of 1

COST OF CAPITAL

(A) (B) (C)
WEIGHTED

COST
RATE

LINE
NO. DESCRIPTION

CAPITAL
RATIO COST

1 DEBT 55.20% 546°/, 3.02%

2 PREFERRED STOCK 0.00% 0.00% 0.00%

3 COMMON EQUITY 44.80% 8.88% 3.98%

4 TOTAL CAPITALIZATION 100.00%

5 WEIGHTED COSTOF CAPITAL 7.00%

References:
Columns (A) Thru (C): See Testimony - William A. Rigsby
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District

TABLE OF CONTENTS TO RLM SCHEDULES

PAGE
no. TITLE

RLM-1 1 8 2 REVENUE REQUIREMENTAND GROSS REVENUE CONVERSION FACTOR

RLM-2A 1 RATE BASE

RLM-2 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

RLM-2 RATE BASE ADJUSTMENT NO. 1 - ADJUSTMENT TO ACCUMULATED DEPRECIATION

RLM-2 RATE BASE ADJUSTMENT no. 2 . REINSTATE CIAC ASSOCIATED WITH CWIP

RLM-2 RATE BASE ADJUSTMENT NO. 3 - INTENTIONALLY LEFT BLANK

RLM-2 RATE BASE ADJUSTMENT no. 4- INTENTIONALLY LEFT BLANK

RLM-2 RATE BASE ADJUSTMENT no. 5 - ADJUSTMENT TO DEFERRED DEBITS

RATE BASE ADJUSTMENT no. 6 WORKING CAPITAL ADJUSTMENTRLM-2

RLM-3 1 TO 4 RATE BASE ADJUSTMENT no. 1 - CONFORMING ADJUSTMENT TO COMPANY REVISIONS TO Acc. DEP.

1 & 2 RATE BASE ADJUSTMENT NO. 6- ALLOWANCE FOR WORKING CAPITALRLM-5

RLM-6 1 OPERATING INCOME

RLM-7 1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

RLM-8 1 PROPERTY TAX COMPUTATION

RLM-9 t

OPERATING INCOME ADJUSTMENT NO. 1

OPERATING INCOME ADJUSTMENT no. 2 TEST YEAR DEPRECIATION EXPENSE

RLM-10 1 OPERATING INCOME ADJUSTMENT no. 3 - RATE CASE EXPENSE

TESTIMONY OPERATING INCOME ADJUSTMENT no. 4 WASTE DISPOSAL EXPENSE

ANNUAL INCENTIVE PAY EXPENSERLM-11 1 OPERATING INCOME ADJUSTMENT NO 5

TESTIMONY 1 OPERATING INCOME ADJUSTMENT no. 6 ONLY AGUA FRIA, MOHAVE WATER AND SUN CITY WEST
CONFORMING ADJUSTMENT TO COMPANY REVISIONS LABOR

RLM-12 OPERATING INCOME ADJUSTMENT no. 7 - REMOVE INAPPROPRIATE/UNNECESSARY MISC. EXPENSES

RLM-13 1 OPERATING INCOME ADJUSTMENT no. 8 - INCOMETAX EXPENSE

SCH.
no.

RLM-14 1 COST OF CAPITAL



$ 1,655,410

Arizona-Amercian Water Company
Docket Nos. SW 8< W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule RLM-1

Page 1 of 2

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY

OCRB/FVRB
COST

(B)
RUCO

OCRB/FVRB
COST

1 Original Cost Rate Base $ 12,041,310 $ 9,841 ,553

2 Adjusted Operating Income (Loss) $ 37,140 $ 254,661

3 Current Rate Of Return (L2 /LI ) 0.31% 2.59%

4 Required Operating Income (L5 X LI ) $ 1,011,470 $ 688,531

5 Required Rate Of Return On Fair Value Rate Base 8.40% 7.00%

5 Operating Income Deficiency (L4 - L2) $ 974,330 $ 433,870

7 Gross Revenue Conversion Factor (RLM-1, Page 2) 1 .6990 1 .6286

8 Increase In Gross Revenue Requirement (L7X LE) $ 706,615 I

9 Adjusted Test Year Revenue $ 5,113,631 $ 5,113,631

10 Proposed Annual Revenue (L8 + LE) $ 6,769,041 $ 5,820,246

11 Required Percentage Increase In Revenue (L8 / LE) 32.37% 13.82%

12 Rate Of Return On Common Equity 11.75% 8.88%

References:
Column (A): Company Schedules A-1 and C-1
Column (B)i Ruck Schedule RLM-1 Page 2, RLM-6, And RLM-16

II llllI l Lu al H I WIIIIH
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule RLM-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATlON OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - LE)
Revenue Conversion Factor (LI /LE)

1.0000
0.3860
0.6140

5
5
7
8
9

10

CALCULATION OF EFFECTIVE TAX RATE;
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X L8)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
34.0000%
31.6309%
38.5989%

$ 688,531
254,661

11
1 2
1 3

Required Operating Income (Sch. RLM-1, Pg 1, C (B),L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. RLM-1, Pg 1, C (B), L2)
Required Increase in Operating Income (L11 - L12) $ 433,870

Income Taxes On Recommended Revenue (Col. (D), L31) 180,456
Income Taxes On Test Year Revenue (Col. (D), L32) (196,927)
Required Increase in Revenue To Provide For Income Taxes (L14 - L15)

$14
1 5
16

17 Total Required Increase In Revenue (L13 + L16)

$

$

377,383

811 ,253

RUCO
Recommended
$ 5,820,246

5,055,897
296,834
467,516
6.9680%

$

$ 32,576

$
$

434,939
7,5o0
6,250
8,500

91 ,650
33,979

1 8
1 9
20
21
22
23
24
25
26
27
28
29
30
31

CALCULATION OF INCOME TAX

Revenue (Sch. RLM-1, Pg 1, Col. (B), L10)
Operating Expense Excluding Income Tax (RLM-6, Col. (E), L25 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax On 1st Inc, Bracket (351 - $50,000) @ 15%
Fed. Tax On 2nd Inc, Bracket ($50,001 _ $75,000) @ 25%
Fed. Tax On 3rd Inc. Bracket ($75,001 _ $100,000) @ 34%
Fed. Tax On 4th Inc. Bracket ($100,001 _ $335,000) @ 39%
Fed. Tax On 5th Inc. Bracket ($335,001 - $1 OM) @ 34%
Total Federal Income Tax (L25 + L25 + L27 + L28 + L29)
Combined Federal And State Income Tax (L23 + L30)

$
$

147,879
180,456

32
33

Test Year Combined Income Tax, RUCO As Adjusted (RLM-6, Col. (C), L23)
RUCO Adjustment (_31 . L32) (See RLM-6, Col. (D). L23)

$
$

(196,927)
377,383

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 34.00%

$35
36
37

CALCULATION OF INTEREST syncHRonIzATIon;
Rate Base (Sch. RLM-2, Col. (H), L15)
Weighted Avg. Cost of Debt (Sch. RLM-16, Col. (F), LI)
Synchronized Interest (L35 X L36) $

9,841 ,553
3.02%

296,834

l _I lllllllllu llllllllulll1 1 _ _



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule RLM-2A

Page 1 of 1

RATE BASE . ORIGINAL COST

LINE

NO.
1

DESCRIPTION
Gross Utility Plan! In Service

(A)
COMPANY
AS FILED

OCRB/FVRB
$ 2B,B00,225

(B)
RUCO

OCRB/FVRB

ADJUSTMENTS
$

(C)
RUCO

ADJ'TED

OCRB/FVRB
$ 28,800,225

2
3

Accumulated Depreciation
Net Utility Plant in Service (Sum L1 8. LE)

s
$

(13,0B4,198)
15,716,027 $

175,741
175,741

$
$

(12,9G8,457)
15,891,768

4 Advances in Aid Of Const $ (5,947,009) $ (291,910) $ (6,238,919)

(107,545) s $
$
$

5
6
7

Contribution In Aid Of Const
Accumulated Amortization Of CIAC

NET CIAC (LB + L7)

$
$
$ (107,545) s

(94,453)
(27,517)

(121,959)

(201 ,998)
(27,517)

(229,514)

8 Imputed Regulatory Advances $ s $

9 Imputed Regulatory Contributions $ (1,157,044) $ $ (1,157,044)

10 Customer Meter Deposits $ (7,800) $ $ (7,800)

$
11 Deferred Income Taxes And Credits s 1 ,360,455 $ $ 1,360,455

12 Investment Tax Credits $ $ $

to Defen'ed Debits $ 1 ,749,805 $ (1 ,649,972) $ 99,833

$ 434,422 s (31 1 .647) $ 122,77514 Allowance For Working capital

15
16
17

Utility Plant Acquisition Adjustment
Rounding

TOTAL RATE BASE (Sum L's 4, 5, & B Thru 17)

$
$
s

(1)
12,041,310

$
$
$ (2,199,757)

$
$
$

(1)
9,841,553 $ (2,199,757)

References:
Column (A): Company Schedule B~1
Column (B): Schedule RLM-2
Column (C): Column (A) + Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31, 2007

L I NE

NO
1
2
3
4
5
6
7

9
10
11
12
13
14
15
15
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

nu

TOTAL

A C C T

NO.
301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304700
305000
306000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
3392500
340100
340200
340300
341100
341200
342000
343000
344000
345000
346100
345200
345300

ACCOUNT NAME
Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Land E. Land Rights TD
Land & Land Rights AG
Struct & Imp SS
Struct & Imp P
Strict & Imp WT
Strut & Imp TD
Struck L Imp Offices
Struck & Imp - Stores
Collect E- tmpouhding
Lakes, Rivers, Other Intakes
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dis! Reservoirs & Standpipe
TD Mains Not Classified by Size
TD Mains min & Less
TD Mains Sin lo bin
TD Mains 10in to 16in
Services
Meters
Meter installations
Hydrants
Othber P/E Intangible
Other P/E SS
Office Furniture 8< Equip
Comp 8 Periph Equip
computer Software
Trans Equip Lt Duty Tris
Trans Equip Hvy Duty Trks
Stores Equipment
Toots,shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Communication Equipment Telephone
Miscellaneous Equipment

(A)
PRIO

DEP.
RATE
00000%
0 O000%
0.0000%
00000%
0.0000%
00000%
28300%
23900%
2.5000%
1.8100%
2.0300%
2.0300%
2.5400%
00000%
2.7000%
0.0000%
5.1200%
00000%
5.1200%

12.0000%
1.8100%
2.5100%
2.5100%
2.5100%
25100%
54100%
6.5300%
6.5300%
0.0000%
0.0000%
0.0000%
4.1000%
4.1000%
4.1000%

25.0000%
25.0000%
3.9300%
7.5500%
3.0600%
9.2300%
4.1000%
41000%
6.1900%

TEST YEAR PLANT SCHEDULES
PRIOR TEST YEAR ENDED DECEMBER 9, 2005

(B) (C)
R DECISION NO 69440 - ADJUSTED

GROSS ACCUMULATED

P M N T DEPRECIATION
34004 s -
37061 -

245.942 .
2.361 _
9.609 .

330
387473

1.687
47,846
4553

453659
29,223

553944

$

$

50>870
1 584352

49459
11 674,017

531949
26108

3028451
1 754 594

146 773
941

11948
24,917,998

2,001,791

528,511

179,568
340,017

791320

3,232
89,873
7623

47338
141519

s

(2,583)
(113,587)

(8,693)
(70,775)
(28,785)
(2,424)

(12,708)
(1CI,643,317)

(65,151)
(335,665)

(3,471)
(4,537,588)

(27,309)
(140)

(1895297)
(838696)
(11077)

(2)

(1 ,245,325)

(355381 I

(126,063)
2504

(10,419)
(2,289)

(69,489)
(3,382)

(135532)

(33,872)
51,232

(58)
(763.169)

PLANT
ADJUSTMENT

s

s

(D) (E) (F)
RUCO ADJUSTED PRIOR TEST YEAR

ACC. DEP. GROSS
ADJUSTMENT PLANT

s 34,004
37061

245942
2 361
9.609

330
387,473

1,687
47,846
4,583

453,659
29223

563944

$

s

s

50870
1584352

49469
11 ,674,017

531,949
26108

3028461
1764594

146773
941

11 .948
24917996

2,001 791

179,568
340,017

528511

791,320

3,232
39,873
7.823

47338
141519

Mohave Water District
Schedule RLM-3

Page 1 of 4

ACCUMULATED

DEPRECIATION
s

$

(2,583)
(113,557)

(6693)
(70775)
(28785)
(2424)

(12708)
(10,643317)

(G)

(65151)
(335,865)

(3,471 )
(4,537588)

(27,309)
(140)

(1 ,895297)
(838895)
(11 ,077)

(2)

(1,245,328)

(33,872)
51,232

(68)
(758,169)

(355381)

(126_063)
2,504

(10,419)
(2,289)

(69489)
(3382)

(135532)

45
IS

Per Company Work Papers
RUCO Increase (Decrease) to GUPlS & Acc um. Deere

s
s

24.917396
0

s
s

(10643.317) $
$

s
s

s
$

24,917996
0

s
s

(10843,317)

References:
Columns (A) (B) (C): Company Schedule B-2
Columns (D) (E); See Testimony, RLM
Column (F): Column (B) + column (D)
Column (G): Column (C) + Column (E)



Arizona-Amercian Water Company
Docket Nos. aw & W-01303A-08-0227
Test Year Ended December 31, 2007

L I NE

NO
1
2
3
4
5
6
7
ou

PLANT

ADDT'S/ADJMTS
5 .

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 9. 2005

(A) (B)

92398

3B104

18329

3,481

1 .793

PLANT

REr lREMENTS
$

(C )
RUCO

CALCULATED

ANNUAL DEP.
$

(3,052)
(14338)

(646)
(152 a01 )

(8276)

(340)
(82599)
(57760)
(5070)

(10826)

(51694)

(5485)

(20)
(598)

(41 )
(4608)

(677)
(8432)

s

TOTAL PLANT

VALUE
34,004
37061

284045
2.361
9.609

330
389.266

1.687
47,846
4,583

457,140
29223

653944

(D)

2094189

809649

ACCUMULATED

DEPRECIATION
s

(356,207)

(1 ,297,022)

(E)

(131548)
2.454

(11_017)
(2,330)

(74,097)
(4,059)

(144,054)

Mohave Water District
Schedule RLM-3

Page 2 do

$

NET PLANT

VALUE
34,004
37,061

284,045
2361
9609

330
257718

4. 171
36,829
2.253

383,043
25,165

519 880

(F)

797,167

443,441

20,737
1226,551

1,019
a5,a64
14,572
25,525
35 445

(744)
(10991)

50,870
1584,352

49,469
11,704,754
1,758500

27,126
3,114,325
1,778,423

171,407
36,387

(68,213)
(350,003)

(4,117)
(4,sa9,9a9)

(35,585)
(480)

(1 ,977,896)
(895,712)

(5,156)

(2)

(17,343)
1,234,348

45,353
7,014,754
1,7229915

26,646
1,136,429

882.711
166,251
36,385

(4,046)
(81744)

(3,619)
(5,714)

175522
258273

(34838) (65,701) 493,673

(33,445)
127,2€2

(Ag)
(794032)

142077
385535

(68)
(300359)

45,767

AC C T

n o .
301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304800
304700
305000
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100

3392500
340100
340200
340300
341100
341200
342000
343000
344000
345000
346100
346200
346300

49848
641

(64)
(3,537)

(117)
(3,915)
(2,901 )

3,232
135640

7623
97,186

142,160

9
1 0
11
1 2
l a
1 4
15
1 6
17
18
19
20
21
22
2 3
24
2 5
26
27
28
29
30
31
32
3 3
34
3 5
36
37
38
39
40
41
4 2
4 3
44 TOTAL

ACCOUNT NAME
Organization
Franchises
Land 81 Land Rights §
Land & Land Rights P
Land & Land Rights TD
Land & Land Rights AG
Swat it Imp SS
Struck & Imp P
SWat & Imp WT
Struck a top TD
Struck & Imp Offices
Slmct & Imp - Stores
Collect 8. Impounding
Lakes, Rivers, Other Intakes
Wells & Springs
Power Generation Equip Other
Pump Equip Eeclric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified by Size
TD Maths min & Less
TD Mains Sin to bin
TD Mains 10in to 16in
Services
M enters
Meter Installations
Hydrants
Othber P/E Intangible
Other P/E as
Of lice Furniture & Equip
Comp & Periph Equip
Computer Software
Trans Equip Lt Duty Trks
Trans Equip Hvy Duty Tris
Stores Equipment
Toots,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Communication Equipment Telephone
Miscellaneous Equipment
0 s 1680173 5 (132362) s

(370)
(492800) $

11948
26,465,807 s

(2,547)
(117,124)

(8,810)
(74,690)
(31586)
(2,424)

(13,078)
(11,003,755) s

585
18516

813
22,495

110,474
(2,424)
(1129)

15,462,052

45
46

Per Company Work Papers
RUCO Increase (Decrease) lo GUPIS A. Acc um. Deere. $

1,680.173
(0) s

(132362)
0 s

(365887l
126,913 s

25,465,808
(1 ) s

(11 ,009,204)
(5449) s

155456_604
5,448

References:
Columns (A) (B): Company Schedule B»2
Column (C); Workpapers 'RUCO Revised SCW ACC DEP", Sheet "20D2-2007'
Column (D): Schedule RLM-3, Page 1, Column (F) + Column (A) + Column (B)
Column (E): Schedule RLM~3, Page 1, Column (G) + Column (B) + Column (C)
Column (F): Column (D) - Column (E)



Arizona-Amercian Water Company
Docket NOS. sw & W-01303A-DB-0227
Test Year Ended December 31, ZOO7

Mohave Water District
Schedule RLM-3

Page 3 of 4

TEST YEAR PLANT SCHEDULES . CONT°D
YEAR ENDED DECEMBER 29, 2006

(Al (B) (D) (E) (F)

PLANT

AD DT'S/ADJ MTS
$ ,

PLANT

RETIREMENTS
s

(C)
RUCO

CALCULATED

ANNUAL DEP.
s s

ACCUMULATED

DEPRECIATION
s $

6.732
(10) 10

NET PLANT

VALUE
34,004
37,061

290,777
2.351
9.609

330
246.702

4.131
35.633
2,170

373753
23.812

503,016

(11016)
(40)

11,196)
(83)

(9,280)
(1,353)

(16,864)

TOTAL PLANT

VALUE
34,004
37,061

290777
2,351
9.609

330
383266

1,687
47,846
4583

457,140
29,223

663944

(142564)
2.444

(12,213)
(2,413)

(83,377)
(5412)

(160928)

(21,861) 809549 (388068) 421581

57,840 (108,207) 2,152,029 (1 405 229) 746,800

9,620
534983

555
205,401
15,472
66,557

453

(1,065)
(13,053)

(6,104)
(28,677)
(1,291)

(305597)
(50,145)

(710)
(173,199)
(116,284)

(4498)

50870
1,584,352

49469
11714374
2,293,483

27,794
3,319,725
1,792829

224921
36,840

(74,318)
(378,680)

(5408)
(4995586)

(85,730)
(1190)

(2151094)
(1010,930)

3,399

(23447)
1,205,572

44,062
6,718,788
2,207,753

26605
1,168,831

781 ,899
228,320
36,833(2)

(7196)
(10,589)

175,522
258,273

17,533 (168,094) 46.581 343,112

(40,641)
116,673

(65)
(579,357)

134881
374946

(68)
(236246)

(31)

(127)
(10,209)

(233)
(8,970)
(6,842)

3,232
135,509

7523
97186

159659

AC C T

NO.
301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304500
304700
305000
306000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
3392500
340100
340200
340300
341100
341200
342000
343000
344000
345000
346100
345200
346300

ACCOUNT NAME
Organization
Franchises
Land & Land Rights SS
Land 5 Land Riphls P
Land & Land Rights TD
Land & Land Rights AG
Struck s. Imp SS
Struck & Imp P
Struck s. Imp W'T
Struck B- Imp TD
Strucl & Imp Offices
Struct & Imp . Stores
Collect & impounding
Lakes, Rivers, Other Intakes
wells & Springs
Power Generalion Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs 8= Standpipe
TD Mains Not Classified by Size
TD Mains min & Less
TD Mains min to bin
TD Mains 10ir\ to Sin
Sawices
Meters
Meter Installations
Hydrants
Othber P/E intangible
Other P/E as
Office Furniture 8. Equip
Comp & Periph Equip
Computer Software
Trans Equip Lt Duty Trks
Trans Equip Hvy Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Communication Equipment Telephone
Miscellaneous Equipment

27,499

LINE

no .
1
2
3
4
5
6
7
8
9
10
11
Hz
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44 TOTAL 0 s

4,902
947,669 s (182,254) $

£5542)
(859,632) s

16850
27,231,222 s

(2,774)
(127.3027

(7043)
(83661)
(38,528)
(2,424)

(18119)
(11581134) s

458
8,307

580
13,525

131 ,131
(2,424)
(18691

15,550,089

45
46

Per Company Work Papers
RUCO Increase (Decrease) to GUPIS & Acc um. Deere. s

947,669
(0> s

(182254)
(0) s

(836,298l
23,334 $

27231223
1 $

(11845.502)
(164368) s

15,385,721
164,368

References:
Columns (A) (8): Company Schedule B-2
Column (C): WoNqnapers "RUCO Revised SCW ACC DEP", Steel "2002-Z007'
Column (D): Schedule RLM-3, Page 2, Column (D)+ Column (A) + Column (B)
Column (E): Schedule RLM-3, Page 2, Column (E)+ Column (B) + Column (C)
Column (F): Column (D) - Column (E)



Arizona-Amercian Water Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule RLM-3

Page 4 of 4

TEST YEAR PLANT SCHEDULES ..CONT'D
YEAR ENDED DECEMBER 31 I 2007

(A) (B) (D) <E> (F )

PLANT
ADDT'S/ADJMTS
$ .

PLANT
RETIREMENTS
s

(C)
RUCO

CALCULATED
ANNUAL DEP.

s s

ACCUMULATED
DEPREC1ATION
s $

14
10

L\NE
no .
1
2
3
4
5
6
7

30,722

7

(1t.c16)

(KG)
(1,196)

(83)
(9280)
(1,353)

(18,864)

TOTAL PLANT
VALUE

34,004
37,061

290,791
2351
9609

31.052
389266

1.687
47.a46
4,553

457,147
29,223

563,944

(153580)
2 403

(13,409)
(2,496)

(92,557)
(6765)

(177792)

NET PLANT
VALUE

34,004
37061

290791
2 361
9609

31,052
235_686

4,090
34,437
2087

354,490
22,459

486152

137 874
117,239 (2,138)

(z1.as1)

(111456)

809,649
137,874

2,267,130

(409,929)

(1,514,947)

399720
137874
752183

1009

(222)

(27)4,300
73,801

188,955
133 959
20,661
23,541

(365)

(5,852)
(54,614)

(6)
(G104)

(28,577)
(1,291)

(305,794)
(61,746)
(2,363)

(183,522)
(117,093)
(15,655)

1009
50,870

15s4,1 so
49,459

11.718,647
2,367,284

216,750
3,447,832
1,758,875

248,452
36,474

(6)
(80,422)

(407,135)
(6599)

(5,301 ,353)
(147,476)

(3,553)
(2,328,764)
(1 ,073,408)

(12,257)
(2)

1,002
(29,552)

1,176,995
42771

6417,294
2219,809

213,197
1,119,067

685,467
235,205
35472

(553) (37,314)
(191,431)

137,645
66,842

833
343147

(10,438)
297842

(359)
(665144)

127_207
364684

464
(321,997)

833
35

(7111)
(10,262)

(301)
(85,786)

(832)
(1472)

AC C T
no .

301000
302000
303200
303300
303500
303500
304100
304200
304300
304400
304600
304700
305000
306000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
3392500
340100
340200
340300
341100
341200
342000
343000
344000
345000
346100
346200
346300

ACCOUNT NAME
Organization
Franchises
Land & Land Rights SS
Land 15 Land Rights P
Land 8. Land Rights TD
Land s. Land Rights AG
Struck s. Imp SS
Strict & Imp P
Struck & Imp WT
Struck & Imp TD
Struct& Imp Offices
Struck & Imp Stores
Collect & Impounding
Lakes, Rivers, Other Intakes
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip other
WT Equip Non-Media
Dust Reservoirs & Standpipe
TD Mains Not Classified by Size
TD Mains min & Less
TD Mains Sin to bin
TD Mains thin to 16in
Services
Meters
Meter Installations
Hydrants
Othber P/E Intangible
Other P/E SS
Office Furniture s. Equip
Comp _& Periph Equip
Computer Software
Trans Equip Lt Duty Trks
Trans Equip Hvy Duty Tris
Stores Equipment
Tools,shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Communication Equipment Telephone
Miscellaneous Equipment

l3,351)

a
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44 TOTAL 0 $

75.343
14,226
49,678
7,985

877,780 s
(19725)

(315507) s

(126)
(10113)

(233)
(11 ,578)
(7,503)
(4,647)
(1 ,466)

(1 ,034,927) $

2,400
134,137

7,623
172,529
180,534
49,678
5,110

27,793,496 $

(2,067)
(137,415)

(7,275)
(95,239)
(42,580)
(7,071)

(480)
(1 Z,400,553) s

333
(3,278)

347
77290

137854
42507
4.650

15392943

45
46

Per Company Work Papers
RUCO Increase (Decrease) !o GUPIS & Acc um. Deere, s

877.780
(0) s

6315507)
(0) s

(731,556)
303,371 s

27.793496
0 $

124576_294)
(175,741) $

15217,202
175,741

47 RUCO Adjustment Ka GUPIS & Accumulated Depreciation RUCO TY As Calculated
Company TY As Calculated

27,793,495
27,793,496

(12400553)
112,5l/6,294.1

RUCO Adjuslmems lo Increase (Decrease) GUPIS 81 Acc um. Deere. (0) (175,741)

References:
Columns (A) (B): Company Schedule B»2
Column (C): Wurkpapers 'RUCO Revised SCW ACC DEP", Steel 'Z002-2007'
Column (D): Schedule RLM-3, Page 3, Column (D)4~ Column (A) 4 Column (B)
Column (E): Schedule RLM~3, Page 3, Column (E) + Column (B) * Column (C)
Column (F): Column (D) - Column (E)



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule RLM-5

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE

NO, DESCRIPTION AMOUNT REFERENCE

$ 8,897
8,897

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 2 - Line 1

1
2
3

Materials And Supplies As Per Company
Materials And Supplies As Per RUCO
Adjustment $

$ 57,963
57,963

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 .. Line 4

4
5
6

Prepayment As Per Company
Prepayment As Per RUCO
Adjustment $

7
8
9

Cash Working Capital As Per Company
Cash Working Capital As Per RUCO
Adjustment

$ 367,562
55,915

<311 ,647)

Company Schedule B-5, PG. 1
RUCO Schedule RLM-5, Page 2

Line 8 - Line 7

10 TOTAL ADJUSTMENT (See RLM-2, Column (G))

$

$ (311 ,647) Sum Lines 3, 6 & 9

l u



Arizona-Amercian Water Company
Docket Nos. SW & w-01303A-08-0227
Test Year Ended December it ,

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 . CONT'D
LEADILAG DAY SUMMARY

2007

Mohave W ater Distr ict
Schedule RLM-5

Page 2 of  2

(B) (D) (E)

LINE
NO, DESCRIPTION

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

(C)
RUCO

EXPENSES
AS ADJUSTED

(LEAD)/LAG
DAYS

DOLLAR
DAYS

$ $ (12,768) $ 887,205
44,384

501 ,877
7,846

12.0000
186.9031

31 .8430
18.5000

$ 10,646,460
8,295,507

15,981,269
145,151

295
(1 1 ,325) 929,574

209,312
127,879

51,991
132,002
15,559

10.4000
(140819)
45.0000

(682707)
20.9690

5.0391

9,667,569
(2,947,511>
5,754,555

(3,549,462)
2,767,950

78,403

1
2
3
4
5
6
7
8
9

10
11
12
13

899,973
44,384

501 ,877
7,846
(295)

940,899
209,312
127,879
51 ,991

132,002
15,559

883,235
1,160,857

(883,235)
(97,212) 1,063,645 30.0000 31,909,338

14
15
16

Appropriate Operating Expenses;
Labor
Purchased Water
FueI 8» Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Insurance Other Than Group
Customer Accounting
Rents
Depreciation 8 Amortization
Other Operating Expenses

Taxes:
Taxes Other Than Income
Property Taxes
Income Tax

75,809
221,795
422,238

10,190
(241 ,782)

75,809
231,985
180,456

15.6698
212.5000
28.7500

1,187,912
49,296,775

5,188,103

17 Interest Expense 296,834 296,834 1065180 31,618,134

18 Total Appropriate Operating Expenses $ 5,695,361 as (939,004) $ 4,756,357 $ 166,040,154

19 Expense Lag Line 18, Col. (E)/ (C) 34.91

20 Revenue Lag RUCO Workpapers 39.20

21 Net Lag Line 20 - Line 19 4.29

22 RUCO Adjusted Expenses Col. (c>, Line 18 $ 4,756,357

23 Cash Working Capital Line 21 X Line 22 / 365 Days 55,915

24 Company As Filed Co. Schedule B-6, Page 1 367,562

25 Difference Line 23 - Line 24 $

as26 ADJUSTMENT (See RLM-5, Page 1, L 9) Line 25

(311 ,6s7)

(31 1 ,647)

References:
Column (A): - Company Schedule B-6
Column (B): RUCO Operating income Adjustments (See Schedule RLM-7)
Column (C)i Column (A) + (B)
Column (D): - Company Schedule B-6
Column (E): Column (C) X Column (D)



Arizona-Amercian Water Company
Docket Nos. SW & W~01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule RLM-6

Page 1 of 1

OPERATING INCOME

LINE
no.

(A)
COMPANY

AS
FILED

(B)
RUCO

TESTYEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROP'D

CHANGES

(E)
RUCO

AS
RECOMM'D

$ 4,932,608 35 $ 4,932,608 $ 706,615 $ 5,639,2231
2
3
4

DESCRIPTION
Revenues:

Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues
TOTAL OPERATING REVENUE $

181,023
5,113,631 $ $

181,023
5,113,631 $ 706,615 $

181,023
5,820,246

$ $ (12,768) $ 887,205
44,384

501 ,877
7,846

$ $ 887,205
44,384

501,877
7,846

295
(11,325)

(96,100)

(1,407)

(106,405)
10,190

5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Operating Expenses:
Labor
Purchased Water
Fuel 8 Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes - Property Taxes
General Taxes - Other
Income Tax
Rounding

899,973
44,384

501 ,B77
7,846
(295)

940,899
209,312
127,879
119,303

51 ,991
132,002
15,559

103,944
354,017
583,888
883,235
221 ,795
75,809

(196,927)

929,574
209,312
127,879
23,203
51 ,991

132,002
15,559

103,944
352,610
583,888
776,830
231,985
75,809

(196,927) 377,383

929,574
209,312
127,879
23,203
51,991

132,002
15,559

103,944
352,610
583,888
776,830
231 ,985
75,809

180,456

25 TOTAL OPERATING EXPENSES $ 5,076,491 a; (217,521 ) $ 4,858,970 $ 377,383 $ 5,236,353

26 OPERATING INCOME (LOSS) $ 37,140 $ 217,521 $ 254,661 $ 329,233 $ 583,894

References:
Column (A): Company Schedule C-1
Column (B): RLM-7, Columns (B) Thru (H)
Column (C): Column (A) + Column (B)
Column (D): RLM-1, Pages 1 8 2
Column (E): Column (C) + Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW 8< W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule RLM-8

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1

PROPERTY TAX COMPUTATION

LINE

n o. DESCRIPTION REFERENCE (A) (B)

Calculation Of The Company's Full Cash Value:

$1
2
3
4
5

Annual Operating Revenues:
Adjusted Test Year Revenue
Adjusted Test Year Revenue
RUCO Proposed Revenue

Total Three Year Operating Revenues
Average Annual Operating Revenues

Schedule RLM-7
Schedule RLM-7
Schedule RLM-6

Sum Of Lines 1, 2 8. 3
Line 4 / 3

$

5,113,631
5,113,631
5,820,246

16,047,508
5,349,169

6 Two Times Three Year Average Operating Revenues Line 5X 2 $ 10,698,339

Co. Sch. E-1, Page 2
Line 7 X 10%

$ 498,4717
8

ADD:
10% Of Construction Work In Progress ("CWlP"):

Test Year CWIP
10% of CWIP $ 49,847

RUCO Workpapers
RUCO Workpapers

Line 9 + Line 10

$g
10
11

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc, Dap. Of Transportation Equipment

Book Value Of Transportation Equipment $

12 Company's Full Cash Value ("FCV") Sum Of Lines 6, 8 & 11 $ 10,748,186

Calculation Of The Company's Tax Liability:

13
14

MULTIPLYz
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 $

23.0%
2,472,083

15
16
17

Property Tax Rarest
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liabi\ity

Company Workpapers
Company Workpapers

Line 15 + Line 16

9.38%
0.00%
9.38%

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 231,985

19 Test Year Adjusted Property Tax Expense As Filed Co, Sch. C-1 221,795

20 Increase (Decrease) In Property Tax Expense Line 18 - Line 19 $ 10,190

21 RUCO Adjustment (See RLM-6, Column (B)) Line 20 $ 10,190



Arizona-Amercian Water Company
Docket Nos. SW 8. W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule RLM-9

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT

(B)
COMPANY

PROPOSED

DEP. RATES

(C)
TEST YEAR

DEPRECIATION

EXPENSE
LINE

no. ACCOUNT NAME
$

(A)
TOTAL
PLANT
VALUE

34,004
37,061

290,791
2,351
9,609

31,052
389,266

1,687
47,846
4,583

457,147
29,223

663,944

$

11,016
40

1,196
83

9,280
593

16,a6.

809,649
137,B74

2,267,130

21,861

116,077

1,009
50,870

1,58430
49,469

11,718,647
2,367v284

216,750
3,447,832
1,758,875

248,462
36,474

52
6,104

28,673
1 ,291

305,857
61,786

5,657
186,528
114,855

16,225

no .
301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304700
305000
306000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
3392500
340100
340200
340300
341100
341200
342000
343000
344000
345000
346100
346200
346300

137,645
66,842

833
343,147

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.83%
2.39%
2.50%
1.81 %
2.03%
2.03%
2.54%
0.00%
2.70%
0.00%
5.12%
0.00%
5.12%
12.00%
1.81 %
2.61 %
2.81 %
2 61 %
2.61 %
5 41 %
6.53%
6.53%
0.00%
0.00%
0.00%
4.10%
4.10%
4.10%
25.00%
25.00%
3.93%
7.55%
3.05%
9.23%
4.10%
4.10%
6.19%

5,643
2,741

34
85,787

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44 TOTAL

Organization
Franchises
Land 8¢ Land Rights SS
Land 8< Land Rights P
Land & Land Rights TD
Land & Land Rights AG
Struck 8. Imp SS
Struck a imp P
Struck 81 imp WT
Struck 81 Imp TD
Struck 8¢ Imp Offices
Struck 8¢ Imp - Stores
Collect & Impounding
Lakes, Rivers, Other Intakes
Wells 8< Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs 81 Standpipe
TD Mains Not Classified by Size
TD Mains 4ln 8. Less
TD Mains Sin to bin
TD Mains 10irl to 16in
Services
Meters
Meter Installations
Hydrants
Othber P/E Intangible
Other P/E SS
Office Furniture & Equip
Comp & Periph Equip
Computer Software
Trans Equip Lt Duty Tris
Trans Equip Hvy Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Communication Equipment Telephone
Miscellaneous Equipment
0 $

2,400
134,137

7.623
172,529
180,534
49,678

5,110
27,793,496 $

94
10,127

233
15,924
7,402
2,037

316
1 ,034,377

44 SUB»TOTAL POST TEST YEAR DEPRECIATION EXPENSE ON UPIS

45 TOTAL DEPRECIATION EXPENSE ON UPIS $

12,014

1,046,391

46 AMORTIZATION OF DEFERRED DEBIT Y2K COSTS

47 AMORITZAT1ON OF REGULATORY ASSETS 9,384

48 AMORTIZATION OF CONTRIBUTIONS 7,561

AMORTiZATION OF REGULATORY GIAC49
50
51

Rounding
TOTAL DEPRECIATION EXPENSE $

(286,506)

776,830

52
53

Company As Filed
Difference $

883,235
(106,405)

54
References:

RUCO Adjustment (See RLM-7, Column (C)) $ (106,405)

Column (A): RLM-3, Page 7, Column (D)
Column (B); RLM-3, Page 1, Column (A)
Column (C): Column (A) X Column (B)



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule RLM-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3

RATE CASE EXPENSE

LINE

NO. DESCRIPTION

(A)
COMPANY
ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 612,000 $ (187,735) $ 424,265

2 Allocation Factor (See NOTE Below) 11.3740% 16.4069%

3 Mohave Water District (Line 1 X Line 2) $ 69,609 $ $ 69,609

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense For Instant Case (Line 3 / 3 Years) $ 23,203

6 Company Rate Case Expenses As Filed (Company Sch. C-2) $ 119,303

7 RUCO Pro Forma Rate Case Expense (Lines 5 - 6) $ (96, 100)

8 RUCO Adjustment (Line 7) (See RLM-7, Column (D)) $ (96,100)

NOTE

Company As Filed RUCO As Adjusted

9
10
11
12
13
14
15
16

4-Factor Allocation
Districts Included In This Filing

Sun City West Water District
Paradise Valley Water District
Tubae Water District
Agua Fria Water District
Havasu Water District
Mohave Water District
Mohave Wastewater District
Total

11.7965%
10.4331%
0.9990%

31 .3783%
1.8822%

11.3740%
1.4612%

69.3243%

$ 17.0164%
15.0497%
1.4411%

45.2631%
2.7151 %

16.4069%
2.107B%

100.0000%

.8

$

72,195
63,851
6.114

192,035
11,519
69,609
8.943

424,265 $

72,195
63,851
6,114

192,035
11 ,519
69,609
8,943

424,265

17
18
19
20

Districts NOT Included In This Filing
Agua Fria Wastewater District
Distco/Treatco Sewer
Distco/Treatco Water

8.2232%
9.8095%

12.6430%
100.0000%

$

$

50,326
60,034
77,375

612,000



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule RLM-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. s

ANNUAL INCENTIVE PLAN EXPENSE

LINE
no. DESCRIPTION REFERENCE

(A)
RUCO

AS ADJUSTED

1 AZ-AM Annual Incentive Plan ("AlP") Expense Total Co. Response To RUCO DR 2 $ 482,198

2
3

Allocation Factor
Mohave Water District

Co. Workpapers Per SLH-6
Lines 1 X 2 $

7.8288%
37,750

4 Portion Deemed Shareholder Benefit Only RLM Testimony 30.00%

5 Lines 3 X 4 $

6

RUCO Test-Year Disallowance Of AlP Expense

RUCO Adjustment (See RLM-7, Column (D)) Line 5 $

(11 ,325)

(11 ,325)



Arizona-Amercian Water Company
Docket NOS. SW 8 w-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule RLM-12

Page 1 of 5

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7
MISCELLANEOUS ADJUSTMENTS

(B)
RUCO ADJUSTMENTS

ALLOCABLE ALLOC'N DISTRICT
TOTAL 4-FACTOR TOTAL

(A) (C) (D)

LINE

NO DESCRIPTION

RUCO

AS ADJUSTED

1 Mohave Water Direct Miscellaneous Account (RLM-12, Pg 4, Lm 148) 58 (342.02) 100.00% $ (342)

2 (13,607.91) 7.8288% $ (1,065)

3

Corporate Office Allocable Miscellaneous Account (RLM-12. Pg 4, Lm 98) $

TOTAL $ (1,407)

4 Rico ADJUSTMENT TO MISCELLANEOUS ADJUSTMENTS (See RLM-7, Column (H)) $ (1 ,407)

NOTE

5
6
7
8
9

1 0
1 1

4-Factor Allocation
Sun City W est W ater District
Paradise Valley W ater District
Tubae W ater District
Agua Fria W ater District
Havasu Water District
Mohave W ater District
Mohave Wastewater District

8.319B%
7.6863%
0.7254%

23.0946%
1.3850%
7.8288%
1.0290%

References:
Column (A): RLM-12, Pages 2 Thru 5 Derived From Company's Line 21 Workpapers
Column (B): See NOTE
Column (C): Column (A) X Column (B)
Column (D): Sums Of Column (C)
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Arizona-Amercian Water Company
Docket Nos. SW 8< W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule RLM-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

INCOME TAX EXPENSE

(A) (8)
LINE

NO DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES'

1 Sch. RLM-6, Column ac), L26 + L23 $ 57,734

2
3

4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 20

Line 1 - Line 2 - Line 3 $

(16,660)
296,834
(222,439)

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch.RLM-1, Pg 2, Col, (D), L34
Line 4 X line 5 $

34.00%
(75,629)

STATE INCOME TAXES:

7 Line 1 $ 57,734

8
9

Operating income Before Taxes
LESS:

Interest Expense
State Taxable Income

Note (A) Line 20
Line 7 - Line 8 $

296,834
(239,100)

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ (16,660)

TOTAL INCOME TAX EXPENSE:

12
13
14

Federal Income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO

Line 6
Line 11

Lirle12 + Line 13

$

$

(75,629)
(163660)
(92,290)

15 Total Income Tax Expense Per Company (Per Company Sch. C-1 ) (196,927)

16 Total Income Tax Adjustment Line 14 - Line 15 $ 104,637

17 RUCO Adjustment (See Sch. RLM-7, Column (H)) Line 16 $ 104,637

18
19
20

$

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch, RLM-2, Col. (H), L17)
Weighted Cost of Debt (Sch. RLM-16 Col, (F), LI)
Interest Expense (L18 X L19) $

9,841 ,553
3.02%

296,834



Arizona-Amercian Water Company
Docket Nos. SW 8< w-01303A-08-0227
Test Year Ended December 31, 2007

COST OF CAPITAL

(A) (B)

Mohave Water District
Schedule RLM-14

Page 1 of 1

LINE
no. DESCRIPTION

CAPITAL
RATIO COST

1 DEBT 55.20% 5.46%

(C)
WEIGHTED

COST
RATE

3.02%

2 PREFERRED STOCK 0.00% 0.00% 0.00%

3 COMMON EQUITY 44.80% 8.88% 3.98%

4 TOTAL CAPITALIZATION 100.00%

5 WEIGHTED COST OF CAPITAL 7.00%

Referencesi
Coiumns (A) Thru (C): See Testimony - William A. Rigsby
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Arizona-Amercian Water Company
Docket NOS, SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District

TABLE OF CONTENTS TO RLM SCHEDULES

SCH.
NO.

PAGE
NO. TITLE

RLM-1 1 & 2 REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

RLM-2A 1 RATE BASE

RLM-2 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

RLM-3 1 TO 4 RATE BASE ADJUSTMENT NO, 1 . ADJUSTMENT TO ACCUMULATED DEPRECIATION

TESTIMONY

RLM-2 1

RATE BASE ADJUSTMENT no. 2 _ REINSTATE AIAC ASSOCIATED WITH CWIP

RATE BASE ADJUSTMENT no. 3 - INTENTIONALLY LEFT BLANK

RLM-4 1 RATE BASE ADJUSTMENT no. 4 - REMOVE 50% OF WISHING WELLTREATMENT PLANTAS NOT-USED a USEFUI

RLM-2 RATE BASE ADJUSTMENT no. 5 DEFERRED DEBITS

1 & 2 RATE BASE ADJUSTMENT NO. 6- ALLOWANCE FOR WORKING CAPITALRLM-5

RLM-6 1

1

OPERATING INCOME

SUMMARY OF OPERATING INCOME ADJUSTMENTSRLM-7

RLM-8 1 PROPERTY TAX COMPUTATION

RLM-9 1 TEST YEAR DEPRECIATION EXPENSE

RLM-10 1 RATE CASE EXPENSE

1

OPERATING INCOME ADJUSTMENT no. 1

OPERATING INCOME ADJUSTMENT no. 2

OPERATING INCOME ADJUSTMENT NO. 3

OPERATING INCOME ADJUSTMENT NO. 4 INTENTIONALLY LEFT BLANK

RLM-11 1 OPERATING INCOME ADJUSTMENT no. 5 - ANNUAL INCENTIVE PAY EXPENSE

RLM-12 1 OPERATING INCOME ADJUSTMENT no. 6 REMOVE INAPPROPRIATE/UNNECESSARY MISC. EXPENSES

RLM-13 1 OPERATING INCOME ADJUSTMENT NO 7 - INCOMETAX EXPENSE

RLM-14 1 COST OF CAPITAL



642,148$

Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule RLM-1

Page 1 of 2

REVENUE REQUIREMENT

LINE

NO. DESCRIPTION

(A)
COMPANY

OCRB/FVRB
COST

(B)
RUCk

OCRB/FVRB
COST

1 Original Cost Rate Base $ 4,740,149 $ 2,713,527

2 Adjusted Operating Income (Loss) $ 15,619 $ 78,651

3 Current Rate Of Return (L2 /L1 ) 0.33% 2.90%

4 Required Operating Income (L5 X LI ) $ 398,173 $ 189,843

5 Required Rate Of Return On Fair Value Rate Base 8.40% 7.00%

6 Operating Income Deficiency (L4 - L2) $ 382,554 $ 111,191

7 Gross Revenue Conversion Factor (RLM-1, Page 2) 1 .6786 1 .4888

8 Increase In Gross Revenue Requirement (L7 X LE) l$ 165,546 I

9 Adjusted Test Year Revenue $ 796,161 $ 796,161

10 Proposed Annual Revenue (LB + LE) $ 1 ,438,309 $ 961,707

11 Required Percentage Increase In Revenue(L8 /LE) 80.66% 20.79%

12 Rate Of Return On Common Equity 11.75% 8.88%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule RLM-1 Page 2, RLM-6, And RLM-16



1.4888

Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31 20071

Mohave Wastewater District
Schedule RLM-1

Page 2 off

GROSS REVENUE CONVERSION FACTOR

LINE

NO, DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION oF GROSS REVENUE CONVERSION FACTOR:
Revenue .

Combined Federal And State Tax Rate (L10)
Subtotal (LI - L2)

Revenue Conversion Factor(LI /LE)

1.0000
03283
0.6717

5
6
7
8
g

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - L6)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X LB)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
27.8026%
25.8654%
32.8334%

$ 189,843
78,651

11
12
13

Required Operating Income (Sch. RLM-1, Pg 1, C (B), LE)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. RLM-1, Pg 1, C (B), L2)
Required Increase in Operating income (L11 - L12) $ 111,191

Income Taxes On Recommended Revenue (Col. (D), L31)
Income Taxes On Test Year Revenue (Col. (D), L32)
Required Increase In Revenue To Provide For Income Taxes (L14

$ 52,794
(1 ,560)

L15)

14
15
16

17 Total Required Increase In Revenue (L13 + L16)

$

$

54,354

165,546

RUCO
Recommended
$ 961 ,707

719,070
81 ,843

160,793
6.9680%

$

$ 11,204

$
$

149,589
7,500
6,250
8,500

19,340

18
19
20
21
22
23
24
25
26
27
28
29
30
31

CALCULATION OF INCOME TAX-

Revenue (Sch. RLM-1, Pg 1, Col. (B), L10)
Operating Expense Excluding Income Tax (RLM-6, Col. (E), L25 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax On 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax On 2nd Inc. Bracket ($50,0D1 - $75,000) @ 25%
Fed. Tax On 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax On 4th Inc. Bracket ($100,001 - $335,000) @ 39%

Fed. Tax On 5th Inc. Bracket ($335,001 . $1 OM) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal And State Income Tax (L23 + L30)

$
$

41,590
52,794

32
33

Test Year Combined Income Tax, RUCO As Adjusted (RLM-6, Col. (C), L23)
RUCO Adjustment (L31 - L32) (See RLM-6, Col, (D), L23)

$
$

(1 ,560)
54,354

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 27.80%

$35
36
37

CALCULATION OF INTEREST SYNCHRONIZATION:
Rate Base (Sch. RLM-2, Col. (H), L15)
Weighted Avg. Cost Of Debt (Sch. RLM-16, Col. (F), LI)
Synchronized Interest (L35 X L36) $

2,713,527
3.02%

81,843



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

RATE BASE _ ORIGINAL COST

LINE

no.
1

DESCRIPTION
Gross Utility Plant In Service

(A)
COMPANY
AS FILED

OCRB/FVRB
$ 7,154,300

2
3

Accumulated Depreciation
Net Utility Plant In Service (Sum LI & LE)

$
$

(367,213)
6,787,087

4 Advances In Aid Of Const. $ (1 ,414,706)
0

(668,945)5
6
7

Contribution In Aid Of Const.
Accumulated Amortization Of CIAC

NET CIAC (LE + L7)

$
$
$ (668,945)

8 $

9 $ (131 ,237)

10

Imputed Regulatory Advances

imputed Regulatory Contributions

Customer Meter Deposits $

11 Deferred Income Taxes And Credits $ 105,590

12 Investment Tax Credits $

13 Deferred Debits $

14 Allowance For Working Capital $ 62,360

15
16
17

Utility Plant Acquisition Adjustment
Rounding

TOTAL RATE BASE (Sum L's 4, 5, & 8 Thru 17)

$
$
$ 4,740,149



References:
Column (A): Company Schedule B-1
Column (B): Schedule RLM-2
Column (C): Column (A) + Column (B)



Mohave Wastewater District
Schedule RLM-2A

Page 1 of 1

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

s (1 ,966,040)

(C)
RUCO

ADJ'TED
OCRB/FVRB

8 5,188,260

62,797
(1 ,903,243>

$
$

(304,416)
4,883,844

$

(65,395)

(65,395)

$
$
$

(1 ,414,706)

(734,340)

(734,340)

$

$ (131,237)

$

$

$

$

$

$

$

$

$

$

$

$

105,590

7,701

(65,685)

$

$

$

33

$

$
$
$

7,701

(3,325)

$
$
$ (2,026,622) 2,713,527 $ (2,026,622)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule RLM-3

Page 1 of 4

(D) (G)

TEST YEAR PLANT SCHEDULES
PRIOR TEST YEAR ENDED JUNE 24, 2005

(C)
ADJUSTED

ACCUMULATED
DEPRECIATION
5 _s

PLANT
ADJUSTMENT

$

(E) (F)
Ruco ADJUSTED PRIOR TEST YEAR

Acc. DEP GROSS
ADJUSTMENT PLANT

s $

ACCUMULATED
DEPRECIATION
$ _

ACCT
no.

301000
352000
354200
360000
361100
362000
363000
364000
371100
380100
380300
380500
380600
393000
394000
396000
398000

ACCOUNT NAME
Organization
Franchises
Structures and Improvements
Sewer Lines
WW Collecting Mains
WW Special Collecting Struck
WW Services Sewer
WW Flow Measuring Devices
WW Pumping Equipment Elect.
V\/W Equipment Sed Tanks/Acc
WW TD Equipment Sldge Dry/Flt
WW TD Equipment Chem Trot Plant
WW TD Equipment Other Disposal
WW Tool Shop & Garage Equipment
WW Laboratory Equipment
Communication Equipment
Other Plant

(A) (B)
PRIOR DECISION NO. 67093

DEP. GROSS
RATE PLANT
0.00%
0.00%
2.80%
2.00%
2.00%
2.00%
2.04%
5.42%
5.42%
3.60%
5.00%
5.00%
5.00%
4.47%
3.71%
4.24%
0 00%

364
201,579

5.382
1.222426

74,760
300,003

7.984
16,371

745,415
8.887
5.284

39,898
39,599

587

(36,083)
(670)

(98,162)
(17,095)
(36,615)
(2,099)
(3,122)

(110,163)
(1,932)
(1,120)
(6806)

(21,814)
(107)

364
201,579

5,382
1,222,426

74,760
300,003

7,984
16,371

745,415
8,807
5,284

39,898
39,599

587

(36,083)
(G70)

(98,162)
(17,095)
(36,615)
(2,099)
(3,122)

(110, 1 es)
(1,932)
(1,120)
(6,806)

(21,814)
(107)

TOTAL s 2,688,459 s (335788) s s $ 2,668,459 $ (335,788)

LINE
NO.
1
2
3
4
5
6
7
B
9
10
11
12
13
14
15
16
17
18
19
20
21

Per Company Work Papers
Increase (Decrease) GUPIS & Accumulated Depre

s
s

2,668,459
D

s
s

(335,788) $
s

s
s

$
s

2668,459
O

$
s

(335,788)

References:
Columns (A) (B) (C): Company Schedule 82
Columns (D) (E): See Testimony, RLM
Column (F): Column (B) + Column (D)
Column (G): Column (C) + Column (E)



Arizona-Amercian Water Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schsduie RLM-3

Page 2 of 4

TEST YEAR PLANT SCHEDULES _ CONT'D
YEAR ENDED DECEMBER 9, 2005

(A) (8) (D) (E) (F)

TOTAL PLANT
VALUE

ACCUMULATED
DEPRECIATION
S

NET PLANT
VALUE

PLANT
ADDT'S/ADJMTS
$ _

PLANT
RETIREMENTS
S

(C)
RUCO

CALCULATED
ANNUAL DEP.
$ . s $

225,046

A C C T

NO
301000
352000
354200
360000
361100
362000
363000
364000
371100
3B0100
3B0300
3B0500
380500
393000
394000
396000
398000

ACCOUNT NAME
Organization
Franchises
Structures and Improvements
Sewer Lines
WW Collecting Mains
WW Special Collecting Struct.
WW Services Sewer
WW Flow Measuring Devices
WW Pumping Equipment Elect
WW Equipment Sad Tanks/Acc
WW TD Equipment Sldge Dry/Flt
WW TD Equipment Chem Trmt Plant
WW TD Equipment Other Disposal
WW Tool Shop 8 Garage Equipment
WW Laboratory Equipment
Communication Equipment
Other Plant

15,129

12,397

9.027

(2,822)
(54)

(12,412)
(748)

(3,060)
(251)
(444)

(13,436)
(2201
(151 I
(997)
(885)
(11 )
(231

364
201 .579

5,382
1,447,472

74,760
300,003
22.. 113
16,371

757,812
8,ao7

14,311
39,898
39,599

587
8.933

(38,905)
(724)

(110_574)
(17,843)
(39,675)
(2,350)
(3,566)

(123,599)
(2,152)
(1,271)
(7,803)

(22,699)
(118)
(23)

364
162,674

4.658
1,336,898

56,918
260,328
20,764
12,805

634,212
6,655

13,041
32,095
16,900

469
8,910

TOTAL $

8,933

270,532 s s (35,513) s 2,938,991 s (371801) s 2,567,690

LINE

NO
1
2
3
4
5
G
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21

Per Company Work Papers
Increase (Decrease) GUPIS & Accumulated Deere s

270,532
o s $

(48,457)
(10,944) s

2,938,991
0 $

(382,245)
(10,944 ) $

2,556,746
10,944

References:
Columns (A) (B): Company Schedule B-2
Column (C)i Workpapers "RUCO Revised SCW ACC DEP", Sheet "2002»20D7"
Column (D): Schedule RLM-3, Page 1, Column (F) + Column (A) + Column (B)
Column (E): Schedule RLM-3, Page 1, Column (G) + Column (B) + Column (C)
Column (F)i Column (D) _ Column (E)



Arizona-Amercian Water Company
Docket NOS. SW & W-01303A-08-0_27
Test Year Ended December 31 v 2007

Mohave Wastewater District
Schedule RLM-3

Page 3 of 4

TEST YEAR PLANT SCHEDULES .CONT'D
YEARENDED DECEMBER31 , 2006

(A) (B) (D) (E) (F)

TOTAL PLANT
VALUE

ACCUMULATED
DEPRECIATION
s

NET PLANT
VALUE

PLANT
ADDTIS/ADJMTS
s

PLANT
RETIREMENTS
s

(C)
RUCO

CALCULATED
ANNUAL DEP.

$ _ $ $

21,655

14,311

2,711
45,887

ACCT
NO.

301000
352000
354200
360000
361100
362000
353000
364000
371100
3B0100
3B0300
3B0500
380600
393000
394000
396000
395000

ACCOUNT NAME
Organization
Franchises
Structures and Improvements
Sewer Lines
WW Collecting Mains
WW Special Collecting Struck.
WW Services Sewer
WW Flow Measuring Devices
WW Pumping Equipment Elect.
WW Equipment Sad Tanks/Acc
WW TD Equipment Sldge Dry/Ftl
WW TD Equipment Chem Twit Plant
WW TD Equipment Other Disposal
WW Tool Shop 8- Garage Equipment
WW Laboratory Equipment
Communication Equipment
Other Plant

(8)

(5,644)
(108)

(28,967)
(1,495)
(6,132)
(1,253)

(B93)
(27,350)

(440)
(716l

(1,995)
(1,770)

(22)
(597)

364
201,579

5,382
1 I469,127

74,760
314,314

23,113
19,082

803,699
8.1507

14,311
39,891
39,593

587
26,170

(44,549)
(831)

(139,541 )
(19,338)
(45,807)
(3,602)
(4,459)

(150,949)
(2,593)
(1,986)
(9,798)

(24,469)
(140)
(620)

364
157,030

4,551
1 ,329,586

55,423
268,507
19,511
14,623

652,750
6,214

12,325
30,092
15,130

447
25,550

LINE
n o .

1
2
3
4
5
S
7
B
g

10
11
12
13
14
15
16
17
18 TOTAL s

17,237

101,795

101,795

s s (77,383) $ 3040786 s (448,884) 5 2,592,102

20
21

Per Company Work Papers
Iraaease (Decease) GUPIS & Acxtumulated Dapre s s s

(103,112)
(25,729) s

3,040,786
o $

(485,357)
(36,573) s

2,555,429
36,673

Rene fences :
Columns (A)
Column ( C):
Column ( D):
Column ( E):
Column (F):

(B): Company Schedule B-2
Workpapers "RUCO Revised SCW ACC DEP", Sheet "2002~20D7"
Schedule RLM-3, Page 2, Column (D) + Column (A) + Column (Bl
Schedule RLM»3, Page 2, Column (E) + Column (B) + Column (C)
Column (D) - Column (E)



Arizona-Amercian Waler Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule RLM-3

Page 4 of 4

TEST YEAR PLANT SCHEDULES _ CONT'D
YEAR ENDED DECEMBER 31 I 2007
(A) (B) (D) (E) (F)

TOTAL PLANT
VALUE

NET PLANT
VALUE

PLANT
ADDT'S/ADJMTS
$

PLANT
RETIREMENTS
s

(C)
Ruco

CALCULATED
ANNUAL DEP.
$ _ $

ACCUMULATED
DEPRECIATION
$ $

146,580

29

(147)
BB

ACCT
NO

301000
352000
354200
360000
361100
362000
363000
364000
371100
3B0100
380300
380500
380600
393000
394000
396000
398000

ACCOUNT NAME
Organization
Franchises
Structures and Improvements
Sewer Lines
WW Collecting Mains
WW Special Collecting Struct.
WW Services Sewer
WW Flow Measuring Devices
WW Pumping Equipment Elect.
WW Equipment Sea Tanks/Acc
WW TD Equipment Sldge Day/Flt
WW TD Equipment Chem Trmt Plant
WW TD Equipment Other Disposal
WW Tool Shop & Garage Equipment
WW Laboratory Equipment
Communication Equipment
Other Plant

(872)
4,638

(5,644)
(108)

(29,505)
(1 ,495)
(6,412)
(1,253)
(1,034)

(28,933)
(440)
(716)

(1,993)
(1,779)

(22)
(1,620)

364
201,579

5,382
1 ,6t5,707

74,760
314,343

23. 113
18,935

803,788
8.807

14,311
39,019
44,237

587
26,205

(50,194)
(939)

(169,046)
(20,833)
(52,219)

(4,855)
(5,493)

(179,882)
(3,033)
(2,702)

(11,791 >
(26,248)

(161)
(2,240)

364
151,386

4.443
1,446,661

53,927
262,124

18,258
13,442

623,905
5,774

11,609
27,228
17,989

426
23,965

LINE
n o .

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
15
17
18 TOTAL s

35

150,353 s s (60,953) s 3,191,139 $ (529,637) $ 2,661 ,502

20
21

Per Company Work Papers
Increase (Decrease) GLIPIS & Accumulated Deere. s

150.353
(0) s s

(107,077)
(2s,1241 s

3,191,139
(0) s

(592,434)
(52,797) $

2,598,705
62,797

References:
Columns (A)
Column (C):
Column (D):
Column (E):
Column (F):

(B): Company Schedule B-2
Workpapers "RUCO Revised SCW ACC DEP", Sheet "2002-2007"
Schedule RLM-3, Page 3, Column (D) + Column (A) + Column (B)
Schedule RLM-3, Page 3, Column (E) + Column (B) + Column (C)
Column (D) _ Column (E)



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

EXPLANATION OF RATE BASE ADJUSTME
MOHAVE WASTEWATER WISHING WELL TREA'

(A)
LINE
no.
1
2
3
4

DESCRIPTION
Wishing Well Treatment Plant Cost Per Company
Remove 50% as Not Used and Useful

AMOUNT
$ 3,932,080

50%

$ (1 ,966,040)RUCO Adjustment to Increase (Decrease) UPIS
5
6
7
8
9

1 0
11
1 2
13
1 4



Mohave Wastewater District
Schedule RLM-4

=NT no. 6
TMENT PLANT

(B)

REFERENCE
Company Schedule B-2, page 10
Staff DR DH 16.2

LJG-10



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule RLM-5

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)

LINE
no. DESCRIPTION AMOUNT REFERENCE

$ 341
341

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 2 - Line 1

1
2
3

Materials And Supplies As Per Company
Materials And Supplies As Per RUCO
Adjustment $

$ 3,661
3,661

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

4
5
6

Prepayment As Per Company
Prepayment As Per RUCO
Adjustment $

7
8
9

Cash Working Capital As Per Company
Cash Working Capital As Per RUCO
Adjustment

$ 58,358
(7,327)

(65,685)

Company Schedule B-5, PG. 1
RUCO Schedule RLM-5, Page 2

Line 8 - Line 7

10 TOTAL ADJUSTMENT (See RLM-2, Column (G))

$

$ (65,685) Sum Lines 3, 6 & 9



Arizona-Amercian Water Company
Docket NOS, SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule RLM-5

Page 2 of 2
EXPLANATION OF RATE BASE ADJUSTMENT no. 6

LEADILAG DAY SUMMARY

. CONT'D

(B) (D) (E)

LINE
NO. DESCRIPTION

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

(C)
RUCO

EXPENSES
ASADJUSTED

(LEAD)/LAG
DAYS

DOLLAR
DAYS

$ 108,996 $ $ 108,996 12.0000 $ 1,307,952

39
(1 ,489)

73,650
9,214

126,267
122,176
24,046
18,447
7,294

16,497
1 ,613

30.1963
46.0409
42.1707
10.4000
(140819)
45.0000
(682707)
19.7595
5.0391

2,223,957
424,221

5,324,768
1,270,635
(338,613)
830,115

(497,966)
325,972

8,128

1
2
3
4
5
6
7
8
9

10
11
12
13

Appropriate Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Insurance Other Than Group
Customer Accounting
Rents
Depreciation & Amortization
Other Operating Expenses

73,650
9,214

126,228
123,665
24,046
18,447

7,294
16,497
1 ,613

248,398
51 ,BBB

(248,398)
(22,307) 29,381 30.0000 881 ,432

14
15
16

Taxes:
Taxes Other Than Income
Property Taxes
Income Tax

9,778
37,922
9,778

6,406
43,016

9,778
44,328
52,794

14.7188
212.5000
28.7500

143,920
9,419,673
1,517,820

17 Interest Expense 81,843 81,843 106.5180 8,717,796

18 Total Appropriate Operating Expenses $ 867,214 35 (140,890) $ 726,325 $ 31,559,809

19 Expense Lag Line 18, Col. (E) /(C) 43.45

20 Revenue Lag RUCO Workpapers 39.77

21 Net Lag Line 20 - Line 19 (3.68)

22 RUCO Adjusted Expenses Col. (C), Line to $ 726,325

23 Cash Working Capital Line 21 X Line 22 /365 Days (7,327)

24 Company As Filed Co. Schedule B-6, Page 1 58,358

25 Difference Line 23 - Line 24 $

$26 ADJUSTMENT (See RLM-5, Page 1, L 9) Line 25

(65,685)

(65,685)

References:
Column (A): - Company Schedule B-6
Column (B): RUCO Operating income Adjustments (See Schedule RLM-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-6
Column (E): Column (C) X Column (D)



Arizona-Amercian Water Company
Docket NOS, SW & W-01303A-08-0-27
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule RLM-6

Page 'I of 1

OPERATING INCOME

LINE
no.

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROP'D

CHANGES

(E)
RUCO

AS
RECOMM'D

$ 791 ,279 $ $ 791 ,279 $ 165,546 $ 956,8251
2
3
4

DESCRIPTION
Revenues:

Metered Water Revenues
Unmetered Water Revenues
Other Revenues
TOTAL OPERATING REVENUE $

4,882
796,161 35 $

4.882
796,161 $ 165,546 $

4,882
961,707

$ 108,996 $ $ 108,996 $ $ 108,996

39
(1 ,489)

(19,159)

(167)

(123,996)
6,406

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes - Property Taxes
General Taxes - Other
Income Tax
Rounding

73,650
9,214

126v228
123,665
24,046
18,447
22,140
7,294

16,497
1,613
7,874

16,726
4,948

248,398
37,922
9,77a

(76,894) 75,334

73,650
9,214

126,267
122,176
24,046
18,447
2,981
7,294

16,497
1,613
7,874

16,559
4,948

124,402
44,328
9,778

(1,560) 54,354

73,650
9,214

126,267
122,176
24,046
18,447
2,981
7,294

16,497
1 ,613
7,874

16,559
4,948

124,402
44,328
9,778

52,794

25 TOTAL OPERATING EXPENSES $ 780,542 $ (63,032) $ 717,510 $ 54,354 $ 771,864

26 OPERATING INCOME (LOSS) $ 15,619 $ 63,032 $ 78,651 $ 111,191 $ 189,843

References:
Column (A): Company Schedule C-1
Column (B): RLM-7, Columns (B) Thru (H)
Column (C): Column (A) + Column (B)
Column (D): RLM-1, Pages 1 & 2
Column (E): Column (C) + Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW 8¢ w-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule RLM-8

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1

PROPERTY TAX COMPUTATION

LINE
no. DE_SCRIPTlON REFERENCE (A) (B)

Calculation Of The Company's Full Cash Value:

$1

2

3

4

5

Annual Operating Revenues:
Adjusted Test Year Revenue
Adjusted Test Year Revenue
RUCO Proposed Revenue

Total Three Year Operating Revenues
Average Annual Operating Revenues

Schedule RLM-7
Schedule RLM-7
Schedule RLM-6

Sum Of Lines 1, 2 & 3
Line 4 / 3

$

796,161
796,161
961,707

2,554,029
851,343

6 Two Times Three Year Average Operating Revenues Line 5X 2 $ 1 ,702,686

Co. Sch. E-1, Page 2
Line 7 X 10%

$ 1 ,689,3077
8

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP $ 168,931

Company Work papers
Company Workpapers

Line 9 + Line 10

$9
10
11

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dap. Of Transportation Equipment

Book Value Of Transportation Equipment $

12 Company's Full Cash Value ("FCV") Sum of Lines 6, 8 & 11 $ 1,871,616

Calculation Of The Company's Tax Liability:

13
14

MULTIPLYz
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 $

230%
430,472

15
16
17

Property Tax Rates:

Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability

Company Workpapers
Company Workpapers

Line 15 + Line 16

10.30%

0.00%

10.30%

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 44,328

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 37,922

20 Increase (Decrease) In Property Tax Expense Line 18 - Line 19 $ 6,406

21 RUCO Adjustment (See RLM-6, Column (B)) Line 20 $ 6,406



Arizona-Amercian Water Company
Docket Nos, SW & W-01303A-08-0227
Test Year Ended December 31 , 2007

Mohave Wastewater District
Schedule RLM-9

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT NO, 2
TEST YEAR DEPRECIATION EXPENSE

(B)

LINE ACCOUNT

(A)
TOTAL
PLANT

VALUEACCOUNT NAME

RUCO
DEP. RATES

(C)
TEST YEAR

DEPRECIATION

EXPENSE
$ $

";'58éi!kEB2E: :
5,382

1 ,615,707
74,750

314,343
23,113

::§Q§3:¥@&::
803,788

8,307
14,311

1=?I$§§?¥§=-
44,237

587
26,205

0.00%
0.00%
2.80%
2.00%
2.00%
2.00%
2.04%
5.42%
5.42%
3.60%
5.00%
5.00%
5.00%
4.47%
3.71 %
4.24%
0.00%

16,367
108

32,314
1,495
6,413
1,253

23,074
2B,936

440
716

60,766
1,977

22
1 ,111

no.
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18

no .
301000
352000
354200
360000
361100
362000
363000
364000
371100
380100
380300
380500
380600
393000
394000
396000
398000
TOTAL

Organization
Franchises
Structures and Improvements
Sewer Lines
WW Collecting Mains
WW Special Collecting Struct.
WW Services Sewer
WW Flow Measuring Devices
WW Pumping Equipment Elect
WW Equipment Sea Tanks/Acc
WW TD Equipment Sldge Dry/Flt
WW TD Equipment Chem Trmt Plant
WW TD Equipment Other Disposal
WW Tool Shop & Garage Equipment
WW Laboratory Equipment
Communication Equipment
Other Plant

TEST YEAR DIRECT UPlS AND OEPRECiATlON EXPENSE s 5,157,1/9 $ 174,992

43 SUB-TOTAL TEST YEAR CORPORATE UPIS AND DEPRECIATION EXPENSE

44 SUB-TOTAL POST TEST YEAR DEPRECIATION EXPENSE ON Upls

45 TOTAL DEPRECIATION EXPENSE ON UPIS 8 174,992

46 AMORTIZATION OF DEFERRED DEBIT _ Y2K COSTS

47 AMORITZATION OF REGULATORY ASSETS

48 AMORTIZATION OF CONTRIBUTIONS (18,093)

AMORTIZATION OF REGULATORY CIAC49
50
51

Rounding
TOTAL DEPRECIATION EXPENSE $

(32,497)

124,402

52
53

Company As Filed
Difference S

248,398
(123,996)

54
References3

RUCO Adjustment (See RLM-7, Column (C)) $ (123,996)

Column (A)i RLM-3, Page 7, Column (D)
Column (B): RLM-3, Page 1, Column (A)
Column (C): Column (A) x Column (B)
Represents 50% of Post Test Year Treatmenl Plant



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule RLM-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3

RATE CASE EXPENSE

LINE

NO. DESCRIPTION

(A)
COMPANY
ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total s 612,000 $ (187,735) $ 424,265

2 Allocation Factor (See NOTE Below) 1.4612% 2. 1078%

3 Mohave Wastewater District (Line 1 X Line 2) $ 8,943 $ $ 8,943

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense For Instant Case (Line 3 / 3 Years) $ 2,981

6 Company Rate Case Expenses As Filed (Company Sch, C-2) $ 22,140

7 RUCO Pro Forma Rate Case Expense (Lines 5 - 6) $ (19,159)

8 RUCO Adjustment (Line 7) (See RLM-7, Column (D)) $ (19,159)

NOTE

Company As Filed RUCO As Adjusted

11.7965%
10.4331%
0.9990%

31 .37B3%
1 .8822%

11.3740%
1.4612°/0

69.3243%

$ 17.0164%
15.0497%
1.4411 %

45.2631 %
2.7151 %

16.4069%
2.1078%

100.0000%

$g
10
11
12
13
14
15
16

4-Factor Allocation
Districts Included In This Filing

Sun City West Water District
Paradise Valley Water District
Tubac Water District
Agua Fria Water District
Havasu Water District
Mohave Water District
Mohave Wastewater District
Total $

72,195
63,851
6.114

192,035
11 ,519
69,609
8,943

424,265 $

72,195
63,851
6,114

192,035
11 ,519
69,609
8,943

424,265

Districts NOT Included In This Filing
Agua Fria Wastewater District
Distco/Treatco Sewer
DistcolTreatco Water

8,2232%
9.8095%

12.6430%
100.0000%

s17
LB
19
20 $

50,326
60,034
77,375

612,000

al



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule RLM-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 5

ANNUAL INCENTIVE PLAN EXPENSE

LINE
no. DESCRIPTION REFERENCE

(A)
RUCO

AS ADJUSTED

1 AZ-AM Annual Incentive Plan ("AlP") Expense Total Co. Response To RUCO DR 3.01 .e $ 482,198

2
3

Allocation Factor
Mohave Wastewater District

Co. Workpapers Per SLH-6
Lines 1 X 2 $

1.0290%
4,962

4 Portion Deemed Shareholder Benefit Only RLM Testimony 30.00%

5 Lines 3 X 4 $ (1 ,489)

6

RUCO Test-year Disallowance Of AlP Expense

RUCO Adjustment (See RLM-7, Column (D)) Line 5 $ (1 ,489)



Arizona~Amer<:ian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule RLM-12

Page 1 of 5

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7
MISCELLANEOUS ADJUSTMENTS

(A) (C) (D)

LINE

NO DESCRIPTION

(B)
RUCO ADJUSTMENTS

ALLOCABLE ALLOC'N DISTRICT
TOTAL 4-FACTO R TOTAL

RUCO

AS ADJUSTED

1 (26.92) 100.00% $ (27)

2 1.0290% $ (140)

3

Mohave Wastewater Direct Miscellaneous Account (RLM-12, Pg, Ln 113) $

Corporate Office Allocable Miscellaneous Account (RLM-12, Pg 4, Ln 98) $ (13,607.91)

TOTAL $ (167)

NOTE

4
5
6
7
8
9

10

4-Factor Ailocation
Sun City West Water District
Paradise Valley Water District
Tubae Water District
Agua Fria Water District
Havasu Water District
Mohave Water District
Mohave Wastewater District

8 .3198%
7.6863%
0.7254%

23.0946%
1.3850%
7.8288%
1.0290%

References:
Column (A): RLM-12, Pages 2 Thru 5 Derived From Company's Line 21 Workpapers
Column (B): See NOTE
Column (C): Column (A) X Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0-27
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule RLM-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

INCOME TAX EXPENSE

(A) (B)
LINE
no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. RLM-6, Column (c), L26 + L23 $ 77,091

2

3

4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11

Note (A) Line 20

Line 1 - Line 2 - Line 3 $

(331 )
81 ,843
(4,421)

5

6

Federal Tax Rate
Federal Income Tax Expense

Sch. RLM-1, Pg 2, Col. in), L34
Line 4 X line 5 $

27.80%
(1 ,229)

STATE INCOME TAXES:

7 Line 1 $ 77,091

8

g

Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Note (A) Line 20
Line 7 - Line 8 $

81,843

(4,753)

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ (331 )

TOTAL INCOME TAX EXPENSE:
12

13

14

Line 6
Line 11

Line12 + Line 13

$Federal Income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO $

(1 ,229)
(331 )

(1 ,560)

15 Total Income Tax Expense Per Company (Per Company Sch. C-1 ) (76,894)

16 Total Income Tax Adjustment Line 14 - Line 15 $ 75,334

17 RUCO Adjustment (See Sch. RLM-7, Column (J)) Line 16 $ 75,334

$18
19
20

NOTE (A):
\interest Synchronization:
Adjusted Rate Base (Sch. RLM-2, Col, (H), L17)
Weighted Cost Of Debt (Sch. RLM-16 Col. (F), LI )
Interest Expense (L18 X L19) $

2,713,527

3.02%

81,843



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule RLM-14

Page 1 of 1

COST OF CAPITAL

(A) (B)

LINE
NO. DESCRIPTION

CAPITAL
RATIO COST

(C)
WEIGHTED

COST
RATE

1 DEBT 55.20% 5.46% 3.02%

2 PREFERRED STOCK 0.00% 0.00% 0.00%

3 COMMON EQUITY 44.80% 8.88% 3.98%

4 TOTAL CAPITALIZATION 100.00%

5 WEIGHTED COST OF CAPITAL 7.00%

References:
Columns (A) Thru (C): See Testimony - William A. Rigsby





PARADISE VALLEY WATER DISTRICT



Arizona-Amercian Water Company
Docket Nos. SW & w-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District

TABLE OF CONTENTS TO RLM SCHEDULES

PAGE
NO. TITLE

RLM-1 1 & 2 REVENUE REQUIREMENTAND GROSS REVENUE CONVERSION FACTOR

RLM-2A 1 RATE BASE

RLM-2 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

RLM-3 1 TO 7 RATE BASE ADJUSTMENT no. 1 - ADJUSTMENT TO ACCUMULATED DEPRECIATION PER RUCO DR 1.31

TESTIMONY

RLM-4 1

RATE BASE ADJUSTMENT no. 2 - REINSTATE CIAC ASSOCIATED WITH CWIP

RATE BASE ADJUSTMENT no. 3 - ADJUSTMENT FOR POST TEST-YEAR PLANT

RLM-3

RLM-3

TESTIMONY

1 TO 7 RATE BASE ADJUSTMENT NO 4 . ADJUSTMENT TO ACCUMULATED DEPRECIATION PER RUCO CALCULATION

1 TO 7 RATE BASE ADJUSTMENT no. 5 . ADJUSTMENT TO UPIS AND ACC. DEP. PER STAFF DR 4.3

RATE BASE ADJUSTMENT no. 6- ADJUSTMENT TO DEFERRED DEBITS

RLM-5 1 & 2 RATE BASE ADJUSTMENT no. 7- ALLOWANCE FOR WORKING CAPITAL

1 OPERATING INCOMERLM-6

RLM-7 1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

RLM-B 1 OPERATING INCOME ADJUSTMENT NO. 1 PROPERTY TAX COMPUTATION

RLM-9 1 OPERATING INCOME ADJUSTMENT no. 2 TEST YEAR DEPRECIATION EXPENSE

RLM-10 1 RATE CASE EXPENSES . NO ADJUSTMENT FOR PARADISE VALLEY

TESTIMONY 1 WASTE DISPOSAL EXPENSE

TESTIMONY 1 CHEMICAL EXPENSE

RLM-11 1

OPERATING INCOME ADJUSTMENT No 3

OPERATING INCOME ADJUSTMENT no. 4

OPERATING INCOME ADJUSTMENT no. 5 ANNUAL INCENTIVE PAY EXPENSE

RLM-12 1 OPERATING INCOME ADJUSTMENT NO, 6 - REMOVE INAPPROPRIATE/UNNECESSARY MISC. EXPENSES

RLM-13 OPERATING INCOME ADJUSTMENT NO. 7 - INCOMETAX EXPENSE

SCH
no.

RLM-14 1 COST OF CAPITAL



$ 1 ,636,188$ 3,101,550

Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule RLM-1

Page 1 of 2

REVENUE REQUIREMENT

LINE

NO. DESCRIPTION

(A)
COMPANY

OCRB/FVRB
COST

(B)
RUCO

OCRB/FVRB

COST

1 Original Cost Rate Base $ 40,864,986 s 37,018,940

2 Adjusted Operating Income (Loss) $ 1 ,552,498 $ 1 ,586,688

3 Current Rate Of Return (L2 /LI ) 3.80% 4.29%

4 Required Operating Income (L5 X LI ) $ 3,432,659 as 2,591 ,326

5 Required Rate Of Return On Fair Value Rate Base 8.40% 7.00%

6 Operating Income Deficiency (L4 - L2) $ 1,880,161 $ 1 ,004,638

7 Gross Revenue Conversion Factor (RLM-1, Page 2) 1 .6496 1 .6286

8 Increase In Gross Revenue Requirement (L7 X L6)

g Adjusted Test Year Revenue $ 7,848,732 $ 7,848,732

10 Proposed Annual Revenue (LB + LE) $ 10,950,282 $ 9,484,920

11 Required Percentage Increase In Revenue (LB /LE) 39.52% 20.85%

12 Rate Of Return On Common Equity 11.91% 8.88%

References:
Column (A): Company Schedules A-1 and C-1
Column (B); Ruco Schedule RLM-1 Page 2, RLM-6, And RLM-16



1.6286

Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule RLM-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE

NO. DESCRIPTION (A) (B) (C) (0)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (L1 . LE)
Revenue ConversionFactor (LI /L3)

1.0000
0.3860
0.6140

5
6
7
8
g

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal income Tax Rate (L7 X LB)
Combined Federal And State income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
34.0000%
31 .6309%
38.5989%

$ 2,591 ,326
1,586,688

11
1 2
1 3

Required Operating Income (Sch. RLM-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. RLM-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 - L12) $ 1,004,638

Income Taxes On Recommended Revenue (Col. (D), L31) 926,201
Income Taxes On Test Year Revenue (Col, (D), L32) 294,651
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$14
1 5
1 6

17 Total Required Increase In Revenue (L13 + L16)

$ 631,550

s 1,636,188
Ruck

Recommended
$ 9,484,920

5,967,392
1 ,117,972
2,399,555

6.9680%
$

$ 167,201

$
$

2,232,354
7,500
6,250
8,500

91,650
645,100

18
1 9
20
21
22
2 3
24
25
26
27
28
29
30
31

CALCULATION OF INCOME TAX
Revenue (Sch. RLM-1, Pg 1, Col. (B), L10)

Operating Expense Excluding Income Tax (RLM-6, Col. (E), L25 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax On 1st Inc. Bracket ($1 $50,000) @ 15%
Fed. Tax On 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax On 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax On 4th Inc. Bracket ($100,001 - $335,D00) @ 39%
Fed. Tax On 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal And State Income Tax (L23 + L30)

$
$

759,000
926,201

32
33

Test Year Combined Income Tax, RUCO As Adjusted (RLM-6, Col. (C), L23)
RUCO Adjustment (L31 - L32) (See RLM-6, Col. (D), L23)

$
$

294,651
631 ,550

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 34.00%

$35
36
37

CALCULATION OF INTEREST SYNCHRONIZATIONs
Rate Base (Sch. RLM-2, Col. (H), L15)
Weighted Avg. Cost Of Debt (Sch. RLM-16, Col, (F), LI )
Synchronized \interest (L35 X L36) $

37,018,940
3.02%

1,117,972



Arizona-Amercian Water Company
Docket Nos. SW & w-01303A-08-0227
Test Year Ended December 31, 2007

Paradise ValleyWater District
Schedule RLM-2A

Page 1 of 1

RATE BASE ORIGINAL COST

LINE

no.
1

DESCRIPTION
Gross Utility Plant in Service

(A)
COMPANY
AS FILED

OCRB/FVRB
$ 61588,447

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

$ (2,177,734)

(C)
RUCO

ADJ'TED
OCRB/FVRB

$ 59,410,714

2
3

Accumulated Depreciation
Net Utility Plant In Service (Sum L1 &LE) $

(12,099,985)
49,488,462 $

355,950
(1 ,821,784) $

4 Advances In Aid Of Const. $ (1 ,704,269) $ $

(11,744,035)
47,666,678

0
(1,704,269)

$ 58 (322,588) $5
6
7

Contribution In Aid Of Const.
Accumulated Amortization Of CIAC

NET CIAC (LB + L7) $

(12,789,338)
5,539,222

(7,250,116) $ (322,588) $

(13,111,926)
5,539,222
(7,572,704)

8 Imputed Regulatory Advances $ $ s

g Imputed Regulatory Contributions $ $ $

10 Customer Meter Deposits $ (12,600) $ $ (12,600)

11 Deferred Income Taxes And Credits $ (1,600,604) $ $ (1 ,600,604)

12 Investment Tax Credits $ $ 55

13 Deferred Debits $ 1 ,238,398 $ (1,083,637) $ 154,761

14 Allowance For Working Capital $ 705,715 $ (618,037) $ 87,678

15
16
17

Utiiity Plant Acquisition Adjustment
Rounding

TOTAL RATE BASE (Sum L's 4, 5, & 8 Thru 17)

$
$
$ 40,864,986

$
$
$ (3,846,046)

$
$
$ 37,018,940

References:
Column (A): Company Schedule B-1
Column (B): Schedule RLM-2
Column (C): Column (A) + Column (B)
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Arizona-Amercian Water Company
Docket NOS. SW & w-01303A-08-0227
Test Year Ended December 31, 2007

LINE
NO

1
2
3
4
5
6
7
B
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48 TOTAL

ACCT
no.

301000
302000
339500
303200
303300
303500
303600
304100
304200
304300
304400
304500
304600
304700
304800
305000
307000
310100
311200
311300
311500
320100
309000
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
340300
340500
341100
341300
341400
343000
344000
345000
346100
346300

ACCOUNT NAME
Organization
Franchises
Miscellaneous Intangibles
Land & Land Rights SS
Land & Land Rights P
Land s. Land Rights TD
Land & Land Rights AG
Struck & Imp SS
Struck & imp P
Struck & Imp V\/T
Struck & Imp TD
Struck & imp AG
Struck & Imp Offices
Strict & Imp Store, Shop, & Garage
Struck & Imp Misc
Collect 8. Impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Supply Mains
Dist Reservoirs & standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mains Sin to Bin
TD Mains thin to 16in
Fire Mains
Services
Meters
Meter Installations
Hydrants
Other P/E intangible
Other P/E TD
Office Furniture 8. Equip
comp & Periph Equip
Computer Software
Other Office Equipment
Trans Equip Lt Duty Trks
Trans Equip Autos
Trans Equip Other
Tools,shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

TEST YEAR PLANT SCHEDULES
PRIOR TEST YEAR ENDED DECEMBER 31, 2004

(A) (B> (C)
PRIOR DECISION NO. 68858 ADJUSTED

DEP. GROSS ACCUMULATED
RATE PLANT DEPRECIATION
0.00% 15,350 s 477,338
0.00% - -
000% . 589,424
0.00% -
0.00% -
0.00%
0.00%
14.59%
3.99%
2 00%
1.50%
453%
4.53%
4.63%
4.53%
0.00%
2 48%
4 42%
4.39%
4.39%
0.00%
7.06%
1.11%
3.15%
0.00%
4.17%
2.52%
2.34%
1.53%
4.72%
7.21%
1.51%
2.10%
0.00%
0.00%
4.04%
15.89%
37.71%
7.13%
28.05%
7.80%
0.93%
3.61%
3.71%
4.64%
9.76%
7.91%

s

s

147,065
284,556
BI ,331

29,268,224

7,953
69, 131

3,038,848
23,864
15,173

705,252
3,974,977
5,485,424

5,825,149

3,337,051
59,421

2,178,857
328,579
103,799
746,904

1252.552

912,619

93,2B5
149,284

43,931
9B,019

134,174
25,224
2,882

19,307
13,606
83,291

a,324

s

(458,966)
(2,012,781)
(1,392,736)

(2,B67,630)

(46,243)
(140,452)
(35,285l

(3,8B3,635)

(993,356)
(15,735)

(526,585)

(13,190)
22,038

(454,776)
(806)

(3,295)

(924,802)
(90,243)
(7,074)

(362,444)

(19,546)
(114,016)
(171,171)

(7,015)
(20,122)
(16,087)
(1,857)

(24,816)

(140,643)

(63,784)
(14,179)

PLANT
ADJUSTMENT

$

s

(D) (E) (F)
RUCO ADJUSTED PRIOR TEST YEAR

ACC. DEP. GROSS
ADJUSTMENT PLANT

$ 15,350

$

$

s

Paradise Valley Waler District
Schedule RLM-3

Page 1 of 4

147,066
284,556
BI ,ask

29,256,224

2,178,857
328,579
103,799
746,904

7,953
69,131

3,038,848
23,864
15,173

706,252
3,974,977
5,485,424

5,825,149

3,337,081
59,421

1252,563

912,619

93,285
149,284

43,931
98,019

134,174
25,224
2,BB2

19,307
13,606
83,291

8324

ACCUMULATED
DEPRECIATION
$ 477,338

$

(488,966)
(2,012,781 )
(1,392,736)

(2,8$7,630)

(46,243)
(140,452)
(35,285)

(9,883,835l

(G)

(924,802)
(90,243)
(7,074)

(362,444)

(140,643)

(13,198)
22,038

(454,776)
(806)

(3,295)

(526,585)

(993,356)
(18,735)

(19,546)
(114,016)
(171,171)

(7,015)
(20,122)
(16,087)
(1,857)

(24,816)

589,424

(63,784)
(14, 179)

49
50

Company As Fifed
Difference

S
s

29,266,224 s
s

(9,8B3,835) s
s

s
$

s
$

29,266,224 $
$

(9,8B3,835)

References:
Columns (A) (B) (C): Company Schedule B-2
Columns (D) (E): See Testimony, RLM
Column (F): Column (B) + Column (D)
Column (G): Column (C) + Column (E)

l l WI



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

LINE
NO

PLANT
ADDIS/ADJMTS
5 _

TEST YEAR PLANT SCHEDULES - CONT'D
YEAR ENDED DECEMBER 31, 2005
(A) (B)

2885,702
a,z71

548,009
9,217

1,632
147,829

PLANT
RETIREMENTS
$

(C)
RUCO

CALCULATED
ANNUAL DEP.
s

(29,619)
(104,038)
(128,475)

(411,285)

(28,747)

(31,249)
(2)

(149,377)
(2,603)

(1 ,1 am
(2,800)

(60,822)
(358)
(617)

(4,319)
(6,912)

$

TOTAL PLANT
VALUE

15,350

5,825, 149

912619
2,8B6,7D2

714,523
4,622,986
5,494,641

1,252,563
1.632

3,484,910
59,421

(D)

7.953
69,131

3,038,848
23,864
15.173

93.285
149,284

a,324

ACCUMULATED
DEPRECIATION
s 477,338

Paradise Valley Water District
Schedule RLM-3

Page 2 of 4

(3,278,915l

(169,390)

(518,585)
(2,116,819)
(1,521,211 )

(557,834 )
(2)

(1,142,733)
(21 ,3441

(E)

(14,350)
19,238

(515,598)
(1,164)
(3,912)

589,424

(68,103)
(21,091)

s

NET PLANT
VALUE

492,688

589,424

2,546,234

743,229
2,886,702

195,938
2,506,167
3,973,430

694,729
1.630

2,342,177
38,077

(6,397)
88,369

2,523,250
22,700
11,261

(F)

25,182
128,193

8824

145,598
17,430
6,866

259,257

(271)
(16,511)

(105,444)
(23,875)
(1,642)

(16,802)

2,324,184
329,498
110,665

1,006,161

(1,029,975)
(97,607)
(5,716)

(379,246)

1294,209
231,891
101,949
626,915

1,747
13,B62

43,931
99,766

148,036
25,224
8,1015,219

(19,307)

ACCT
n o .

301000
302000
339600
303200
303300
303500
303600
304100
304200
304300
304400
304500
304600
304700
304800
305000
307000
310100
311200
311300
311500
320100
309000
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
340300
340500
341100
341300
341400
343000
344000
345000
346100
346300

ACCOUNT NAME
Organization
Franchises
Miscellaneous Intangibles
Land 8 Land Rights SS
Land 8. Land Rights P
Land 8. Land Rights TD
Land 8. Land Rights AG
strict B. Imp SS
Struck 8. Imp P
sum 8. Imp WT
Strict 8 Imp TD
Strict 8. Imp AG
Struck s. Imp Offices
Struct & Imp Store, Shop, a. Garage
Strict 8. Imp Misc
Collect 8. impounding
Wells 8. Springs
Power Generation Equip Other
Pump Equip Electnc
Pump Equip Diesel
Pump Equip Other
WT Equip Nor»Media
Supply Mains
Dist Reservoirs 8. Standpipe
TD Mains Not Classified By Size
TD Mains min 8. Less
TD Mains min to Bin
TD Mains 10in to 16in
Fire Mains
Services
Meters
Meter lnstallati ons
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture 8. Equip
Comp8.Periph Equip
Computer Software
Other Office Equipment
Trans Equip Lt Duty Trks
Trans Equip Autos
Trans Equip Other
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipmerrt
Comm Equip Non-Telephone
Comm Equip Other

1,319

(1,775)
(15,713)
(51,419)
(1,803)
(1,173)
(1,443)

(127)
(3,009)

13,606
84,610

(21 .321 )
(129,729)
(222,590)

(8,818)
t21295)

1,777
(1,984)

(27825)

22,610
(29,963)
(74,554)
16,406

(13,194>
1,777

11,622
56,755

1
2
3
4
5
B
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48 TOTAL s s s

(6,825)
(27,773)
(6,433)

(1 ,227,645) s

147,066
284,556
81,331

33,3830092 $

(53,068)
(168,225)
(41,718)

(11 ,075,391 ) $

93,998
116,331
39,613

22,307,701

49
50

Company As Filed
Difference

s
s

4,152,957

4, 152.957 $
s

(364089)

(36,089) $
3

(1,191,951)
(35694)

s
s

33,383,092 s
$

(11 ,D75,777)
396

s
s

22,307,305
396

References:
Columns (A) (B): Company Schedule B-2
Column (C)i Wgfkpapgt$ "Rico Revised PV Acc DEP", Sheet"Z004-2007"
Column (D)1 Schedule RLM-3, Page 1, Column (F) + Column (Al + Column (B)
Column (E): Schedule RLM~3, Page 1, Column (G) + Column (B) + Column (C)
Column (F): Column (D) . Column (E)



Arizona-Amercian Water Company
Docket NOS SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule RLM-3

Page 3 of 4

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 311 2008
(A) (B) (D) (E) (P)

LINE
no.

$

PLANT
ADDIS/ADJMTS
$ _

PLANT
RETIREMENTS
s

(C)
RUCO

CALCULATED
ANNUAL DEP.

s $

ACCUMULATED
DEPRECIATION
s 477,338

5,390

TOTAL PLANT
VALUE

15,350

8.390 589,424

NET PLANT
VALUE

492,688

597,814

8,324

12,637,783

8,324

12,636,814 (227,020)
85,726

(540,557)
(1,422)
4,940

12,410,763
85,726

2,462,503
22,342
10,671

(6,984)
(69,131)
(35,758)

(100)
(9,442)

(219,654)
(2,543)

(60,747)
(358)
(590)

3,003,090
23,764
5,731

(90,249)
(149,284)

(4,145)
(6,624)

3,036 18,001
121,569

21,037
121 ,569

30,684
418,265
505,536
26,435

(682,711)
(85,719)

(31,349)
(1,795)

(154,582)
(1,702)

1,283,247
419,897

3,407,735
137

1559, 1 Sal
(1,797)

(614,604)
62,673

694,064
418,100

2,793,131
82,810

2,791,581 (21,682) (435,202)

(37,206)

8,595,048 (3,692,435)

(206,596)

4,902,613

1,011,606
(501,133)

72B
110,312

2,9B7,361

(610,233) (28,747)
(117v015)
(162,886)

1 ,924,225
2,385,569

105,018
4,733,298
8,482,002

62,901
(2,233,834)
(1,684,097)

1,717,629
2,385,569

157,919
2,499,464
6,797,905

150,558
7,014

29,223
19,521

(15,107)
(217)

(113,312)
(23,235)
(1,875)

(21,307)

2,474,552
321,405
139,671

1,025,682

(1,143,2B7)
(105,735)
(10,374)

(400,553)

1,331,565
215,670
129,297
625,129

20,B53
19,512

846
(18,710)
(5,219)

(1,821)
(93,975)

(134,174)
(5,840)
(2,882)

(19,307)
(34661
(5,358)

ACCOUNT NAME
Organization
Franchises
Miscellaneous intangibles
Land & Land Rights SS
Land & Land Rights P
Land 8. Land Rights TD
Land 8. Land Rights AG
Struck & Imp SS
Strut & Imp P
Struck & Imp VVT
Strict at Imp TD
Strict & Imp AG
Strict & Imp Offices
Strict 8. Imp Store, Shop, & Garage
Struck & Imp Misc
Collect & Impounding
Wells 8. Springs
Power Generation Equip other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Supply Mains
Dist Reservoirs & Standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mains Gin to Bin
TD Mains 10in to 16in
Fire Mains
Services
Meters
Meter installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture & Equip
comp & Periph Equip
Computer Software
Other Office Equipment
Trans Equip Lt Duty Trks
Trans Equip Autos
Trans Equip Other
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

5,575
14,703
16,552

1
2
3
4
5
5
7
8
9
10
11
12
13
14
15
16
17
LB
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48

ACCT
NO

301000
302000
339500
303200
303300
303500
303600
304100
304200
304300
304400
304500
304500
304700
304800
305000
307000
310100
311200
311300
311500
320100
309000
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
340300
340500
341100
341300
341400
343000
344000
345000
346100
346300
TOTAL $

75,930
3,690

20,468,547 s

(50,935)
(7,655)

(26,090)
(2.128. 120) s

(1,876)
(12,723)
(41,080)
(1 ,2811
(1,568)
1.31 s
(148)

(3,161)
75

(6,725)
(28,597)
(6,454)

(1 .s27. 194) $

62,963
25,303
14,708

674
re

(19,307)
15,715
93,955
16,552
96,131

352,831
58,841

51 ,721 ,e19 $

(21,376)
(48,477)

(129,496)
(4,259)

(19,981)
22,402
1,334

(25,628)
75

(6,858)
(189,167)
(22,082)

(10,474,465) $

41 ,587
(23,174)

(t 14188)
(3,585)

(19,981)
3.095

17,049
68,327
16,627
87,273

163,664
36,759

41 ,247,1 so

49
50

Company As Filed
Difference

s
S

20,466647 s
s

[2,128,120) $
s

(511,467)
(1,015,727]

$
$

51,721,819 $
$

(10,564,321>
89,856

$
s

41,157,298
83,856

References:
Columns (A)
Column (Cl:
Column (DI:
Column (E):
Column (F):

(B): Company Schedule B-2
Workpapers "RUCO Revised PV ACC DEP", Sheet "2D04-2DD7"
Schedule RLM~3, Page 2, Column (D) + Column (A) + Column (B)
Schedule RLM-3, Page 2, Column (E) + Column (B) + Column (C)
Column (D) - Column (E)



Arizona-Amsrcian Water Company
Docket Nos. SW & W-01303A-0B-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule RLM-3

Page 4 of 4

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31, 2007
(A) (B) (D) (E) (F)

LINE
NO.

(C)
RUCO

CALCULATED
ANNUAL DEP.
s

PLANT
ADDIS/ADJMTS
$ .

PLANT
RETI REMENTS
$ s

ACCUMULATED
DEPRECIATION
s 477,338 s

NET PLANT
VALUE

492,688

2,130

TOTAL PLANT
VALUE

15,350

10,520 589,424 599,944

8,324

16,976,165

8,324

4,338,382 (1,B58,059)

(60,062)
(355)
(229)

3,003,090
23.764
5,731

(2,083,079)
85,726

(600,649)
(1,778l
4,71 1

14,893,086
85,726

2,402,441
21 ,986
10,442

(8,633)
(141)

17
3,035
(8,633)

17,860
130,219

20,896
121,586

152,883
134,734
192,479

53
(199)

131982)
(14,174)

l148,762)
(B)

1 .435,130
554,631

3,500,015
190

(621,165)
(15,971 )

(763,167)
62,665

814,965
538,660

2,836,848
62,855

1,231,901 (795)

(77,144)

(615,880)

(60,921)

9,825154 (4,307,520)

(190,373)

5,518,534

(70)
(1 )

(125,608)

(4,450)
(120,796)
(199,099)

58,521
(2,354,629)
(1 ,757,588)

268,864
9.722

10,011
313,000
776,025
14,058

264,460
40,132
10,309
28,639

(14,553)
(10,668)
(1,675)

(121 ,3311
(23,962)
(2,229

(21,649)

2,115,945
2,395.Z91

114,959
5,046,297
9,132.419

14,058
2,724,759

350,869
148,305

1 ,054,321

(1 ,250,065)
(119,029)
(10,92Bl

(422,202l

1 ,925,572
2,395,291

173,480
2,591 ,hes
7,374,831

14,058
1.474,694
231,840
137,377
632, 119

(106)
6,529

2

(4,045) (2,533)
(4,064)
(5,547)

(43)

ACCOUNT NAME
Organization
Franchises
Miscellaneous intangibles
Land 8. Land Rights SS
Land & Land Rights P
Land & Land Rights TD
Land a Land Rights AG
Struck & Imp SS
Struck & Imp P
Struck & Imp WT
Struck & Imp TD
Struct8 Imp AG
Struck a. Imp Offices
Struck a. Imp Store, Shop, a Garage
Struct 8- Imp Misc
Coliect 8. Impounding
Wells & SDrlngs
Power Generation Equip Other
Pump Equip Eiectric
Pump Equip Diesel
pump Equip Other
WT Equip Non-Media
Supply Mains
Dist Reservoirs & Standpipe
TD Mains Not CIas§iHed By Size
TD Mains min & Less
TD Mains Sin to bin
TD Mains 10in to 16in
Fire Mains
Services
Meters
Meter Installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture & Equip
Comp & Perish Equip
Computer Software
Other Office Equipment
Trans Equip Lt DeNy Trks
Trans Equip Autos
Trans Equip Other
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

22,B48
12,190
13,419
was

1
2
3
4
5
6
7
B
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48

ACCT
NO

301000
302000
339500
303200
303300
303500
303600
304100
304200
304300
304400
304500
304500
304700
304800
305000
307000
310100
311200
311300
311500
320100
309000
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
340300
340500
341100
341300
341400
343000
344000
345000
346100
346300
TOTAL $

44,971

7,885,703 $

(10,913)

(254,304) $

1,432
(152)

(3,856)
(652)

(4,460)
(37,472)
(4,654)

(3,344,079) s

58,812
31,832
14,710

674
(0>

3,541
27,905

107,374
17,620
96,131

386,889
58,841

59,356,018 S

(19,864)
(52,541 )

(135,043)
(4,307)

(19,981)
23,834
1,182

(29,484)
(577)

(13,31 el
(215,7261
(26,736)

(13,564,240) $

38,948
(20,709)

(120,333)
(3,633)

(19,381 )
27,375
29,087
77»890
17,043
B2,B13

171 ,163
32, 105

45,791,778

49
50

Company As Filed
Difference

$
$

7,888,703 s
5

(185,602)
(68,702)

s
$

is, 195807)
(148,272l

$
s

59,424,720
(58,702)

s
$

(13,760,126l
195,886

s
s

45,564,594
127,184

References;
Columns (A) (B) Company Schedule B-2
Column (C): Wofxpapers "RUCO Revised PV Acc DEP", Sheet "2004»2007"
Column (D): Schedule RLM-3, Page 3, Column (D) + Column (A) + Column (B)
Column (E): Schedule RLM-3, Page 3, Column (E) + Column (B) + Column (C)
Column (F): Column (D) - Column (E)



Arizona-Amsrcian Water Company
Docket Nos. SW 8< W-01303A-08-0227
Test Year Ended Decambsr31, 2007

LINE
no.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
15
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
35
37
38
39
40
41
42
43
44
45
46
47
45

ACCT
NO.

301000
302000
339600
303200
303300
303500
303800
304100
304200
304300
304400
304500
304500
304700
304800
305000
307000
310100
311200
311300
311500
320100
309000
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
340300
340500
341100
341300
341400
343000
344000
345000
346100
346300
TOTAL

ACCOUNT NAME
Organization
Franchises
Miscellaneous Intangibles
Land & Land Rights SS
Land & Land Rights P
Land E. Land Rights TD
Land & Land Rights AG
Struck & imp SS
Strict a Imp P
Strict a Imp WT
Struct & Imp TD
Struct a imp AG
Strict a imp Offices
Strict a Imp Store, Shop, & Garage
Struck a imp Misc
Collect E. Impounding
Wells s. Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Supply Mains
Dist Reservoirs 8. Standpipe
TD Mains Not Classified By Size
TD Mains girl & Less
TD Mains Sin to Bin
TD Mains 10in to 16in
Fire Mains
Services
Meters
Meter installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture & Equip
Comp & Periph Equip
Computer Software
Other Office Equipment
Trans Equip Lt Duty Tris
Trans Equip Autos
Trans Equip Other
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

s

PLANT
ADDITIONS

(17,465,790)

(A)

17,465,790

(1,B51,214)

TEST YEAR PLANT SCHEDULES . CONT'D
POST TEST YEAR PLANT

(B)

3,742

6,459

PLANT
RETIREMENTS

s

(159,973)

(C)
REVISED

ACCUMULATED
DEPRECIATION

$

2,183,315

(299,330)

s

TOTAL PLANT
VALUE

15,350

20,468,880
23,764
5,731

(D)

2,115,945
2,395,291

114,959
5,046,297
9,132,419

14,056
2,724,759

350,869
148,305

1,054,321

(575,057)
554,631

3.600.015
190

3,826,154

(489,625)

10,520

3.036
(8,633)

8.324

ACCUMULATED
DEPRECIATION

s 477,338

58,521
(2,354,E29)
(1,757,588)

(1,250,065l
(119,029)
(10,928)

(422,202)

(4,307,520)

(E)

Paradise Valley Water District
Schedule RLM-4

Page 1 of 1

(461,192)
(15,971)

(763,167)
62,665

(190,373)

100,236
85,726

(899,979)
(1,778l
4,711

589,424

17860
130,219

$

NET PLANT
VALUE

492,688

(389,389)
85,726

19,568,901
21,986
10,442

(1,D36,24Q)
538,660

2,836,848
62,855

(F)

1825,572
2,395,291

173,480
2,691,668
7,374,831

14,058
1,474,694

231,840
137,377
632,119

5,518,534

599,944

20,896
121,585

8.324

5 (1,841,D13) S (159,973) s 1 ,883,9B4 s

58,812
38,291
14,710

674

(0)
3,541

27,905
111.116
17,620
96,131

386,889
58,841

57,3550032 $

1193641
(52,541)

(135,043)
(4,307)

(19,981 )
23,834
1,182

(29,484)
(577)

(13,318)
(215,726)
(26,736)

(11 ,520,283) s

38,948
(14,250)

(120,333)
(3,633)

(19.9811
27,375
29,087
81,632
17,043
82,813

171 ,163
32,105

45,834,750

49
50

company As Filed
Difference

1 ,883,9B4
s

33,988
(1,935,DD1 ) s (159,973) s s

59,5327765
(2,177,734)

s
s

(11,B76,142)
355,860 5 45,834,750

$ s
190)

RUCO TY As Calculated
RUCO Adjustments

Co. TY Adjustments To Book
Co. Variance To GL
Co. Variance To GL
Co. Variance To GL

Total
Cc. As Filed
Difference

s $

s

57,355,032
2,177,734
2,113,479

(33,985)
34.409
1.778

61588,447
61,588,447

(0) s

(11,52D,283)
(355,950)

1,717, 1 to
(1,883,985)

(107,315)
50,277

(12.100.075)
(12,099,985)

(90)

s $ (100,554)
l2,109,032)

456,414

Adj. #1 . ConfomingTo RUCO 1.31
As. #3 - ConformingTo RUCO 1.34

Adj #4 - Difference In Computing Acc. Dep
Adj. #5 - conlormingTo sc DH 4.3

Total RUCO Amijustments s
(68,702)

(2,177,734) s 355,860

RUCO AS Adjusted
RUCO Adjustments

Co. As Filed
Co Adjustments

Co. Computed

59,410,714
£2,177,784
61,588,447
2,055,681

59,532,766

(11,744,035)
355,860

(12,099,985)
(223,843)

(11,87S,142]

References:
Columns (A)
Column (C):
Column (D).
Column (E):
Column (F)1

(B): Company Schedule B-2
Workpapers "Ruco Revised PV ACC DEP", Sheet"2004-2007"
Schedule RLM-3, Page 1, Column (F) + Column (A) + Column (B)
Schedule RLM-3, Page 1, Column (G) + Column (B) + Column (C)
Column (D) - Column (E)

J



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule RLM-5

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

s 38,726
38,726

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 2 - Line 1

1
2
3

Materials And Supplies As Per Company
Materials And Supplies As Per RUCO
Adjustment $

$ 117,955
117,955

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

4
5
6

Prepayment As Per Company
Prepayment As Per RUCO
Adjustment $

7
8
9

Cash Working Capital As Per Company
Cash Working Capital As Per RUCO
Adjustment

549,034
(69,003)

(618,037)

Company Schedule B-5, PG. 1
RUCO Schedule RLM-5, Page 2

Line 8 - Line 7

10 TOTAL ADJUSTMENT (See RLM-2, Column (G>)

$

$ (618,037) Sum Lines 3, 6 & 9

Lu \11111\1



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

EXPLANATION oF RATE BASE ADJUSTMENT no. 6 - CONT'D
LEADILAG DAY SUMMARY

Paradise Valley Water District
Schedule RLM-5

Page 2 of 2

(8) (D) (E)

LINE
NO. DESCRIPTION

(A)
COMPANY
EXPENSES
AS F!LED

RUCO
ADJUSTM'TS

(C)
RUCO

EXPENSES
AS ADJUSTED

(LEAD)/LAG
DAYS

DOLLAR
DAYS

$ 715,859 $ $ 715,859 12.00 $ 8,590,308

(51,945)
(11,119)

693,068
185,037
912,659
184,827
130,911
45,435

123,742
21,467

32.42
18.06
10.40

(14.08)
45.00

(68.27)
19.76
(10.50)

22,470,166
3,340,843

1
2
3
4
5
6
7
8
g

10
1 1
12

(2,602,715)
5,890,995
(3,101,8'/9)
2,444,872
(225,404)

Appropriate Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Management Fees
Group Insurance
Pensions
Insurance Other Than Group
Customer Accounting
Rents
Depreciation & Amortization
Other Operating Expenses

693,068
236,982
923,778
184,827
130,911
45,435

123,742
21,467

1 ,615,824
1,038,973

(1,615,824)
(24,796) 1,014,177 30,00 30,425,322

13
14
15

Taxes:
Taxes Other Than Income
Property Taxes
Income Tax

67,972
268,996

1 ,410,936
19,219

(484,735)

67,972
288,214
926,201

15.07
212.50
2875

1 ,024,G51
61245,577
26,628,292

16 Interest Expense 1,117,972 1,117,972 106.52 119,086,377

17 Total Appropriate Operating Expenses $ 7,478,770 $ (1,051,228) $ 6,427,542 $ 275,217,405

18 Expense Lag Line 17, Col. (E) /(C) 42.82

19 Revenue Lag Company Response To RUCO DR 8 38,90

20 Net Lag Line 20 - Line 19 (3.92)

21 RUCO Adjusted Expenses Col. (C), Line 18 $ 6,427,542

22 Cash Working Capital Line 21 X Line 22 / 365 Days (69,003)

23 Company As Filed Co. Schedule B-8, Page 1 549,034

24 Difference Line 23 - Line 24

25 ADJUSTMENT (See RLM-5, Page 1, L 9) Line 25

$

$

(618,037)

(618,037)

References:
Column (A): - Company Schedule B-6
Column (B): RUCO Operating Income Adjustments (See Schedule RLM-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-6
Column (E): Column (C) X Column (D)



Arizona-Amercian Water Company
Docket Nos. SW & w-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule RLM-6

Page 1 of 1

OPERATING INCOME

LINE
NO.

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROP'D

CHANGES

(E)
RUCO

AS
RECOMM'D

1

2

3

4

DESCRIPTION
Revenues:

Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues
TOTAL OPERATlNG REVENUE

$ 7,832,113 $ S 7,832,113 $ 1,636,188 $ 9,468,301

$
16,619

7,848,732 $ $
16,619

7,848,732 $ 1,636,188 $
16,619

9,484,920

$ 715,859 $ $ 715,859 $ $ 715,859

(51 ,945)
290

(11 ,119)

693,068
185,037

693,068
185,037

(3,803)

(53,083)
19,218

5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Operating Expenses:
Labor
Purchased Water
Fuel 8 Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation 8 Amortization
General Taxes Property Taxes
General Taxes - Other
lhcome Tax
Rounding

693,068
236,982

(290)
923,778
184,827
130,911

21,283
45,435

123,742
21 ,467
87,860

351,828
578,292

1,615,824
268,996

67,972
228,400

1
66,251

912,659
184,827
130,911
21,283
45,435

123,742
21,467
87,860

348,025
578,292

1,562,741
288,214
67,972

294,651 631,550

912,659
184,827
130,911

21,283
45,435

123,742
21 ,467
87,860

34B,025
578,292

1 ,562,741
288,214
67,972

926,201

25 TOTAL OPERATING EXPENSES $ 6,296,235 $ (34,190) $ 6,262,044 $ 631,550 $ 6,893,594

26 OPERATING INCOME (LOSS) $ 1,552,497 $ 34,190 $3 1,586,688 $ 1 ,00-4,838 $ 2,591,326

References:
Column (A): Company Schedule C-1
Column (E): RLM-7, Columns (B) Thru (H)
Column (C): Column (A) + Column (B)
Column (D): RLM-1, Pages 1 8 2
Column (E): Column (C) + Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31 , 2007

Paradise Valley Water District
Schedule RLM-8

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1

PROPERTY TAX COMPUTATION

LINE

n o . DESCRIPTION REFERENCE (A) (8)

Calculation Of The Company's Full Cash Value:

$1
2
3
4
5

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Sch. RLM-6, Col (c), Ln 4
Sch. RLM-6, Col (c), Lm 4
Sch. RLM-6, Col (D), Lm 4

Sum Of Lines 1, 2 & 3
Line 4 / 3

$

7,848,732
7,848,732
9,484,920

25,182,384
8,394,128

6 Two Times Three Year Average Operating Revenues Line 5 X2 $ 16,788,256

7
8

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

Co. Sch. E-1, Page 2
Line 7 X 10%

$ 1,438,015

$ 143,802

9
10
11

Company Workpapers
Company Workpapers

Line 9 + Line 10

$

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dap. Of Transportation Equipment

Book Value Of Transportation Equipment $

12 Company's Full Cash Value ("FCV") Sum Of Lines 6, 8 & 11 $ 16,932,057

Calculation Of The Company's Tax Liability:

13
14

MULTIPLY:
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 $

23.0%
3,894,373

15
16

17

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability

Company Workpapers
Company Workpapers

Line 15 + Line 16

7.40%
0.00%

7.40%

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 288,214

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 268,996

20 Decrease In Property Tax Expense Line 18 - Line 19 $ 19,218

21 RUCO Adjustment (See RLM-6, Column (B)) Line 20 $ 19,218

11



Arizona-AmercianWater Company
Docket Nos. SW a. W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule RLM-9

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
TEST YEAR DEPRECIATION EXPENSE

LINE

no. ACCOUNT NAME

(B)
COMPANY

PROPOSED

DEP. RATES

(C)
TEST YEAR

DEPRECIATION

EXPENSE
$

(A)
TOTAL
PLANT

VALUE
15,350 $

10.520

8,324

(489,625) (71 ,436)

20,468,880
23,764
5,731

409,378
356
265

3,036
(8,633)

141
(400)

(575,057)
554,631

3,G00,015
190

(14,261)
24,515

158,041
8

9,826,1 54 693,726

66,6522,11 5,945
2,395,291

114,959
5,046,297
9,132,419

14,058
2,724,759

350,869
148,305

1,054,321

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
14.59%
3.99%
2.00%
1.50%
4.63%
4.63%
4.63%
4.63%
0.00%
2.48%
4.42%
4.39%
4 39%
0.00%
7.06%
1.11%
3.15%
0.00%
4.17%
2.52%
2.34%
1.53%
4.72%
7.21 %
1.51 %
2.10%
0.00%
0.00%
4.04%
15.89%
37.71%
7.13%
28.05%
7.80%
0.93%
3.61 %
3.71 %
4.64%
9.76%
7.91 %

4,794
127,167
213,699

215
128,609
25,298
2,239

22,141

1
2
3
4
5
B
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
35
37
38
39
40
41
42
43
44
45
46
47
48
43

ACCOUNT

no.
301000
302000
339600
303200
303300
303500
303600
304100
304200
304300
304400
304500
304600
304700
304800
305000
307000
310100
311200
311300
311500
320100
309000
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
340300
340500
341100
341300
341400
343000
344000
345000
346100
346300
TOTAL

SU8TOTAL

Organization
Franchises
Miscellaneous intangibles
Land s. Land Rights ss
Land & Land Rights P
Land 8- Land Rights TD
Land 8¢ Land Rights AG
Struck a Imp SS
Struck 8. Imp P
Struck & imp WT
Struct 8. Imp TD
Struct & Imp AG
Strict & Imp Offices
Struct 8- imp Store, Shop, & Garage
Struck & Imp Misc
Collect & Impounding
Wells 8< Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Supply Mains
Dist Reservoirs 8< Standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mains min to bin
TD Mains 10in to 16in
Fire Mains
Services
Meters
Meter installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture 8. Equip
Comp & Periph Equip
Computer Software
Other Office Equipment
Trans Equip Lt Duty Tris
Trans Equip Autos
Trans Equip Other
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

TEST YEAR DIRECT UPIS AND OEPREClATlON EXPENSE
TEST YEAR CORPORATE ups AND DEPRECIATION EXPENSE

5

58,812
38,291
14,710

674
(0)

3,541
27,905

11 116
17,620
96,131

386,889
58,841

57,355,032
120,225

S

2,376
6,084
5,547

48
(0)

276
260

4,011
654

4,460
37,760
4.654

1,857,277
26,819

TOTAL DEPRECIATION EXPENSE ON UPIS 1 ,884,096

SUB-TOTAL 1,899,267 61,324

72
(382,752)

$

44
46
47
48
49
50
51
52
53

POST TEST YEAR DEPRECIATION EXPENSE ON UPIS
AMORTIZATION OF DEFERRED DEBIT . Y2K COSTS
AMORITZATION OF REGULATORY ASSETS
AMORTIZATION OF CONTRIBUTIONS
AMORTIZATION OF REGULATORY CIAC

Rounding
TOTAL DEPRECIATION EXPENSE
Company As Filed
Difference $

1
1,562,741
1,615,824

(53,083)

54
References;

RUCO Adjustment (See RLM-7, Column (C)) $ (53,083)

Column (A): RLM-3, Page 7, Column (D)
Column (B): RLM-3, Page 1, Column (A)
Column (C): Column (A) X Column (B)



Arizona-Amercian Water Company
Docket Nos. SW 8. W-01303A-08-0227
Test Year Ended December 31. 2007

Paradise Valley Water District
Schedule RLM-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3

RATE CASE EXPENSE

DESCRIPTION

COMPANY

ESTIMATE ADJUSTMENT AS ADJUSTED

Rate Case Expense Total $ 612,000 $ (187,735) $ 424.265

Allocation Factor (See NOTE Below) 104331% 15.0497%

Paradise Valley Water District (Line 1 X Line 2) $ 63.851 63.851

Amortization Period - 3 Years 3

RUCO Adjusted Rate Case Expense For Instant Case (Line 3 / 3 Years) $ 21.284

Company Rate Case Expenses As Filed (Company Sch. C-2) $ 21 .284

RUCO Pro Forma Rate Case Expense (Lines 5 - 6)

RUCO Adjustment (Line 7) (See RLM-7, Column (D))

Company As Filed RUCO As Adjusted

$ 72.195
63.851

$ 72.195
63.851

192.035
11.519
69.609

192.035
11.519
69.609

4-Factor Allocation
Districts Included In This Filing

SunCity West Water District
Paradise Valley Water District
Tubae Water District
Agua Fria Water District
Havasu Water District
Mohave Water District
Mohave Wastewater District
Total

11 .7965%
t0.4331 %
0.9990%

31.3783%
1 .8822%

11.3740%
1.4612%

69.3243% $ 424.265

17.0164%
15.0497%
1.4411%

45.2631%
2_7151%

16.4069%
2.10'/8%

100.0000% $ 424.265

Districts NOT Included In This Filing
Agua Fria Wastewater District
Distco/Treatco Sewer
DistcolTreatco Water

8.2232%
9.8095'%

12.6430%
100.0000'%

$ 50.326
60.034
77.375

612.000



Arizona-Amercian Water Company
Docket Nos. SW & w-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Scheduie RLM-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 5

ANNUAL INCENTIVE PLAN EXPENSE

LINE
no. DESCRIPTION REFERENCE

(A)
RUCO

AS ADJUSTED

1 AZ-AMAnnual Incentive Plan ("AlP") Expense Total Co, Response To RUCO DR 3.01 .e $ 482,198

2
3

Allocation Factor
Paradise Valley Water District

Co. Workpapers Per SLH-6
Lines 1 X 2 $

7.6863%
37,063

4 Portion Deemed Shareholder Benefit Only RLM Testimony 30.00%

5 RUCO Test-Year Disallowance Of AlP Expense Lines 3 X 4 $ (11,119)

6 RUCO Adjustment (See RLM-7, Column (D)) Line 5 s (11,119)



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule R_M-12

Page 1 of 5

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7
MISCELLANEOUS ADJUSTMENTS

(B)
RUCO ADJUSTMENTS

ALLOCABLE ALLOC'N
TOTAL 4-FACTO R

(A) (C) (D)

LINE

NO DESCRIPTION

DISTRICT

TOTAL

RUCO

AS ADJUSTED

1 Paradise Valley Water Direct Miscellaneous Account (RLM-12, Pg, Ln 10S $ (16653) 100.00% $ (167)

2 7.6863% $ (1,046)

3

Corporate Office Allocable Miscellaneous Account (RLM-12. Pg 4, Lm 98) $ (13,607.91)

SUB-TOTAL $ (1,212)

NOT E

4
5
6
7
8
9
10

4-Factor Allocation
Sun ci ty W est Water District
Paradise Valley W ater District
Tubac W ater District
Agua Fria W ater District
Havasu W ater District
Mohave W ater District
Mohave W astewater District

B.319B%
7.6863%
0.7254%

23.0946%
1.3850%
7.8288%
1.0290%

ADDITIONAL ADJUSTMENT FOR PARADISE VALLEY WATER DISTRICT
The Company incorrectly Calculated "Corporate Office" Expense As A Positive Value Instead OfA Negative Value

Adjustment SLH-16 As Filed By Company
11 Paradise Valley Water Direct Miscellaneous Account (Co. Sch. C-2, Pg 22 $ (1 ,524) 100.00% $ (1 ,524)

Corporate Office Allocable Miscellaneous Account (Co. Sch, C-2, Pg 22)
SUB-TOTAL

$ 16,849 7,6863% $ 1 ,29512
13 $ (229)

Compares Adjustment As Revised By RUCO
14 Paradise Valley Water Direct Miscellaneous Account (Co. Sch. C-2, Pg 22 $ (1,524) 100.00% $ (1 ,524)

15
to

Corporate Office Misc. Account (Recorded As a Negative Amount)
SUB-TOTAL

$ (16,849) 7.6863% $ (1,295)

17 DIFFERENCE (Column D, Line 16 - Line 13)

(2,819)

(2,590)

18 TOTAL (Column D, Sum Of Line 3 + Line 17) $ (3,803)

19 RUCO ADJUSTMENT TO MISCELLANEOUS ADJUSTMENTS (Line 18) (See RLM-7, Column (G)) (3,803)

References:
Column (A): RLM-12, Pages 2 Thru 5 Derived From Company's Line 21 W orkpapers
Column (B): See NOTE
Column (C): Column (A) X Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW 8. W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule RLM-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

INCOME TAX EXPENSE

(A) (8)
LINE

NO. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. RLM-e, Column (c), L26 + L23 $ 1 ,881 ,340

2
3
4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 20

Line 1 - Line 2 - Line 3 $

53,191
1,117,972

710,176

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch. RLM-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

34,00%
241 ,460

STATE INCOME TAXES:

7 Operating income Before Taxes
LESS:

Interest Expense
State Taxable income

Line 1 $ 1,881,340

8
9

Note (A) Line 20
Line 7 - Line 8 $

1 ,117,972
763,368

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ 53.191

TOTAL INCOME TAX EXPENSE:
12
13
14

Federal Income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO

Line 6
Line 11

Line12 + Line 13

$

$

241,460
53,191

294,651

15 Total Income Tax Expense Per Company (Per Company Sch. C-1 ) 228,400

16 Total Income Tax Adjustment Line 14 - Line 15 $ 66,251

17 RUCO Adjustment (See Sch. RLM-7, Column (J)) Line 16 $ 66,251

18
19
20

s

NOTE (A)i
Interest Synchronization;
Adjusted Rate Base (Sch. RLM-2, Col. (H), L17)
Weighted Cost of Debt (Sch. RLM-16 Col. (F), LI)
Interest Expense (L18 X L19) $

37,018,940
3.02%

1,117,972



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31 , 2007

Paradise Valley Water District
Schedule RLM-14

Page 1 of 1

COST OF CAPITAL

(A) (B) (C)
WEIGHTED

COST
RATE

LINE
NO DESCRIPTION

CAPITAL
RATIO COST

1 DEBT 55.20% 5.46% 3.02%

2 PREFERRED STOCK 0.00% 0.00% 0.00%

3 COMMON EQUITY 44.80% 8.88% 3.98%

4 TOTAL CAPITALIZATION 100.00%

5 WEIGHTED COST OF CAPITAL 7.00%

References:
Columns (A) Thru (F): Testimony, WAR
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District

TABLE OF CONTENTS TO RLM SCHEDULES

PAGE
no. TITLE

RLM-1 1 & 2 REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

RLM-2A 1 RATE BASE

RLM-2 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

RLM-3 1 TO 7 RATE BASE ADJUSTMENT NO, 1 - ADJUSTMENT FOR ACCUMULATED DEPRECIATION

TESTIMONY

TESTIMONY

TESTIMONY

TESTIMONY

RLM-5

RLM-6

RATE BASE ADJUSTMENT no. 2 - REINSTATE CIAC ASSOCIATED WITH CWIP

RATE BASE ADJUSTMENT no. 3 - ADJUSTMENT TO UPIS AND Acc. DEP. PER STAFF DR 4.3

RATE BASE ADJUSTMENT no. 4 - ADJUSTMENT TO UPIS AND ACC. DEP. PER STAFF DR 9.4

RATE BASE ADJUSTMENT no. 5 - ADJUSTMENT TO DEFERRED DEBITS

1 & 2 RATE BASE ADJUSTMENT no. 6- ALLOWANCE FOR WORKING CAPITAL

OPERATING INCOME

SUMMARY OF OPERATING INCOME ADJUSTMENTS

1

RLM-7 1

RLM-8 1 OPERATING INCOME ADJUSTMENT no. 1 PROPERTY TAX COMPUTATION

RLM-9 1 OPERATING INCOME ADJUSTMENT no. 2 - TEST YEAR DEPRECIATION EXPENSE

1 OPERATING INCOME ADJUSTMENT no. 3 - RATE CASE EXPENSERLM-10

TESTIMONY 1 OPERATING INCOME ADJUSTMENT NO. 4 - WASTE DISPOSAL EXPENSE

RLM-11 1 OPERATING INCOME ADJUSTMENT no. 5 - ANNUAL INCENTIVE PAY EXPENSE

TESTIMONY 1 OPERATING INCOME ADJUSTMENT no. 6 ONLY AGUA FRIA, MOHAVE WATER AND SUN CITY WEST
CONFORMING ADJUSTMENT TO COMPANY REVISIONS LABOR

RLM-12 OPERATING INCOME ADJUSTMENT NO, 7 - REMOVE INAPPROPRIATE/UNNECESSARY MISC, EXPENSES

RLM-13 1 OPERATING INCOME ADJUSTMENT no. 8 - INCOMETAX EXPENSE

SCH.
no.

RLM-14 1 COST OF CAPITAL



$ 3,375,778$ 4,276,305

Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule RLM-1

Page 1 of 2

REVENUE REQUIREMENT

LINE

NO. DESCRIPTION

(A)
COMPANY

OCRB/FVRB

COST

(B)
RLJCO

OCRB/FVRB
COST

1 Original Cost Rate Base $ 37,901,085 $ 38,261 ,042

2 Adjusted Operating Income (Loss) $ 587,425 $ 605,507

3 Current Rate Of Return (L2 /LI ) 1.55% 1.58%

4 Required Operating Income (LE X LI ) $ 3,183,691 $ 2,678,273

5 Required Rate Of Return On Fair Value Rate Base 8.40% 7_00%

6 Operating Income Deficiency (L4 - L2) $ 2,596,266 $ 2,072,765

7 Gross Revenue Conversion Factor (RLM-1, Page 2) 1.6471 1 .6286

8 Increase In Gross Revenue Requirement (L7 X LE)

g Adjusted Test Year Revenue $ 5,701,431 $ 5,701,431

10 Proposed Annual Revenue (LB + LE) $ 9,977,736 $ 9,077,209

11 Required Percentage Increase In Revenue (LB /LE) 75.00% 59.21 %

12 Rate Of Return On Common Equity 11.91% 8.88%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule RLM-1 Page 2, RLM-6, And RLM-16



1.6286

Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule RLM-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE

NO. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - L2)

Revenue Conversion Factor(LI /LE)

1.0000
0.3860
0.6140

5
6
7
8
g

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X LB)
Combined Federal And State Income Tax Rate (L6 + LE)

100.0000%
6.9680%

93.0320%
34.0000%
31 .6309%
38.5989%

$ 2,678,273
605,507

11
12
13

Required Operating Income (Sch. RLM-1, Pg 1, C (B), L4)
Adj'd T.Y, Oper'g Inc. (Loss) (Sch. RLM-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 - L12) $ 2,072,765

income Taxes On Recommended Revenue (Col. (D), L31) 957,278
Income Taxes On Test Year Revenue (Col. (D), L32) (345,734)
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$14
15
16

17 Total Required Increase In Revenue (L13 + L16)

$ 1,303,012

$ 3,375,778

RUCO
Recommended
$ 9,077,209

5,441 ,658
1 ,155,483
2,480,068

6.9680%
$

$ 172,811

$
$

2,307,257
7,500
6,250
8,500

91,650

670,567

18
19
20
21
22
23
24
25
26
27
28

29
30
31

CALCULATION OF INCOME TAX-

Revenue (Sch. RLM-1, Pg 1, Col. (B), L10)
Operating Expense Excluding Income Tax (RLM-6, Col (E), L25 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax On 1st Inc. Bracket ($1 .. $50,000) @ 15%
Fed. Tax On 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax On 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax On 4th Inc. Bracket ($100,001 . $335,000) @ 39%
Fed. Tax On 5th Inc, Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal. And State Income Tax (L23 + L30)

$
$

784,467
957,278

32
33

Test Year Combined Income Tax, RUCO As Adjusted (RLM-6, Col. (C), L23)
Ruck Adjustment (L31 - L32) (See RLM~6, Col, (D). L23)

$
$

(345,734)
1,303,012

34 Applicable Federal Income Tax Rate (Col. (D), L30 I Col. (C), L24) 34.00%

$35
36
37

CALCULATION OF INTEREST SYNCHRONIZATIONs
Rate Base (Sch. RLM-2, Col. (H), L15)
Weighted Avg. Cost Of Debt (Sch. RLM-16, Col, (F), LI)
Synchronized Interest (L35 X L36) $

38,261 ,042
3.02%

1 ,155,483



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule RLM-2A

Page 1 of 1

RATE BASE - ORIGINAL COST

LINE

no.
1

DESCRIPTION
Gross Utility Plant In Service

(A)
COMPANY
AS FILED

OCRB/FVRB
s 48,893,385

(B)
RUCO

OCRB/FVRB

ADJUSTMENTS
$ 58,091

(C)
R U C O

ADJ'TED

OCRB/FVRB

$ 48,951 ,476

2
3

Accumulated Depreciation
Net Utility Plant In Service (Sum LI & LE) $

(10,514,488)
38,378,897 $

(86,736)
(28,645) $

(10,601,224)
38,350,252

4 Advances In Aid Of Const. $ $ $ (1 ,175,373)

$ $ (17,318) $5
6
7

Contribution In Aid Of Const.
Accumulated Amortization Of CIAC

NET GIAC (LE + L7) $

(1,175,373)
0

(20,548)
1,057

(19,491) $ (17,318) $

(37,866)
1,057

(36,809)

8 Imputed Regulatory Advances $ $ $

9 Imputed Regulatory Contributions $ (392,368) $ $ (392,368)

10 Customer Meter Deposits $ (1 ,225) $ $ (1,225)

11 Deferred Income Taxes And Credits $ 1,326,577 $ $ 1 ,326,577

12 Investment Tax Credits $ $ $

13 Deferred Debits $ $ 892,284 $ 114,798

14 Allowance For Working Capital $

(777,486)

561,556 $ (486,364) $ 75,192

15
16
17

Utility Plant Acquisition Adjustment
Rounding

TOTAL RATE BASE (Sum L's 4, 5, & 8 Thru 17)

$
$
$

(2)
37,901 ,085

$
$
$ 359,957

$
$
$

(2)
38,261 ,042

References:
Column (A): Company Schedule B-1
Column (B): Schedule RLM-2
Column (C): Column (A) + Column (B)



ET
Zo` r\ of© Lm C
of o of
N 1-'co
(") <*>

I'
I

6
N
G)
ro

€4l

1 "

I
3,
" 1
~=:rt"
1-

1-
LD

-

f\IC\I
-~=r

| c:>
Sc

Lm
l \ -
1-
1-

i~

(D
C\I

1:-

<rln
n m
€\J(\1_
W"O
o m
Le*r">*
clue
f'("'>

'r'-
(D

of
pr)

8 #2
o 8 > <4

150 I- LL Lm

8 8 8 o>-oo
<r O W

O 99 he he lea QS he as 4.6 é9 he ea ease

I I I I I I I I I I | I

11'
(O

co
co
~=r

I

f"-.
q
co

co
an
vWan/

N
5 §"6
(I) -J v-
. -  Ma a>
L. .  2 Q
GJ :J'23 'u D.
3 GJ

.C
- 63U)

8
>
C.)
C
:J
U)

co
.<98Z ff -, Q |-

( D I - n_

2 O <
8 ; o< as ea he ea 69 he 9 he 69 he he he

I I 1 I I I I I I I I

we
cm
n .
N
m
of

I I

<r
to
~_
N
m
of

<4?et <9 99 et he <9 Ia <49 <49 <49 et

'Na
8&& Iu.1-8m
2L,_uJ8w°D 49
<

g_<r,`Leong
ODMQ

`ZO(Doo
LU

(D N
of r-_

h-

I I I I I I I | I I I

w-
N

r-
1-

I - 0 9 £ 5
2>8
<%» he <-ta <9 9; (19 <49 89 he he 4-9 <19 99

0~m."'up<r,<;l
,ZUD(D

v" r-
m
LO_ 'F
co
b

I a I I I I I I | I I I

v -

9
1 "

V)

1...

a>

m

0914>
Qs-U[I\

D

4 3 8 ea he he he ea en <49 he 69 69 c-A

6 0

U)
|-
z
LU
E
F'
w
D
->
a
<
IJJ
(D
<

IJJ

8 I I I
F

|--

f--. f--.
of co

I
1"

I\-
I I I I I I I

5
1-

r-
1"--../ -.../

|-w
o
o I

ea <-/-> <9 QS ea <9 he e=> he 4; et-> 69 he
vo _gm

V)

V)
vo a:£n` Lm

(D (D
c:>_ c::_ I I a I I I I I I I I I

LD
(D

1- 1-
\- *L-

\
l.

v
84-4 E 8) o

<u m M M

-noO
29& '

.§->S0t o<
*Hz
c5';»- I,`z 3O

m|-E81:DLL
3041<§:0°° he <49 69 he he he he he he he Ia Ia Ia

In

.J
<
3
9
M
o
u.
o
>-
M
<
E
E
D
m

f-- /"-.
® I'- 1*
q ' LO G)
I
O 1- 011
8

I

f"
Lo
N

1-

(O
Lr>

no !\-
of cm
W ®
q- of
1- t*-
l.0_ ('0
Q of
1-  (9*Oni

1*

r x
of
(D

fucm
Q

I*-
r -

(D
(\ l

1 -

(O
of

h-
I*-
r--

v '
w
LT

I"-
m

Oog_
" O f "E *~8<9
: a c 1 ! ° 0 ° 5

D-cna-°
o f

>-a 58
§Lum"'-

<,§u.Qoo_
o</303L,<r

h e

m
I*-

LD
I * -
1 "
1 -

6 9 ah he he he he as he 49 vo (0

o

L-
cm '5 4- .Q

gr;
_J
DO
<-
_I
E
3
9,

(_)
i i
o
o

ah
c

m

N 1 : m c c lo _
':2n:oo<<

I
UP*.|
TJ
mI-
O
'U
c
<1

4-1
Q.
CU
O

as

_g
: J

if

cg:
o
O

o
4-v
: J
. D
E
4-1
C
o

O

_vo
_|
E w

cm
4-1
<n
O
ca.
m
a

*cg

L E
GJ
L . .

O
a

R I\
N o

> » O o
a wQ © w
E<v>
036Ump
3235

o
a>

U)

...J
U)
r :
o

O
H -

o

E
4

UP
C

E
o
3
-
o

LL

_go
at

r:
an as v an OE E *.E .E »~ *a o

E

Z
O n>

u

8  E
Dew
U P
m E
D O

w
G)
u
C
m
>
'u
<
>|..
o4-1
_cu
3
or
w
Cr

>~-
o. .
_cu
3
cm
w

Cr

-
Ia...
a>
2
._
G.)
E
o. .
m

w
w
x
(5
P-
a>
E
o
o

><
cu

|-
...
c
as
g
UP

<

O

>~
: :
8
:J
cm
U)
o|._

(D

w
C Oo -
so
m mow
Q.:
Q . . .
a n:
DO
v o
'3.2.*
35Egm
Oz
<r

m
w
o
C
mu
>
'o
<

°-"c
"8

l 5 » - `
N* SAg*

I D

3<=,»

2
. 9 3 0
'5 E|-
a w
8 <
o

' c
w...
:J
Q.
E

'u
2
:J
D.
E :I

O

*o
cus.
m*
U
a

m
>

cm
r :
.D
Q)
D
'U
m
L..
as4-
an
D

oocm
3o
<

._- l o)£8
°5

8 'U. 5 8 G)

W E
<E")uJ
»Z<5m..a>
¥88>no'<7>'.: Q)<69-O

LU _
Z O 1- n m

I

E

<r m (D I\ :to m \ -
1 NQ-

c*>
1-

<r
v"

m

é W
o 4E 1-
01 M
"' 3u o

wE v
. :

E? m
T'8-I N

" h I m0 a:9-oD(D_gBm¢w
_EQQQ

"'83a=|-

§<"w<»"00885
8508°"058¢
8 88?
-a mu

m > > §2 a c c
88480

9:2 `°
' Q 3 v » 8 3 °

o E=E` as3<E 5 cu.
<°'2.§§>-o-2

w e ~ s 8 8 ¢ 3 W
r E < 2 P 8 D
: - u * ..
E 8°.§-5386
P o E ml~ ._ "gag

*-' ea > U p
: o _v -
m m 8;~ m@m
13 0 6 6 6 d0
< %zzzz22 E
8 8 >E§EE= o
3 \/ can._ up m •1
3  2 = 8 8 3 - 1 3m '5'5"U :

F m o < < < 3 < < w
='2»'i" A A A A A . - A A835 < m o o m E w I
8 ' ¢ _ l
. <
a 3 O  0 0 0 0 0 0 0 0 0

l- o o o o o o o o

8

m



Ar1zona»Amercian Water Company
Docket Nos. SW & W-01303A-0B-0227
Test Year Ended Decembar 31, 2007

LINE
n o .

1
2
3
4
5
6
7
B
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCT
NO.

301000
302000
303200
303300
303500
303500
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SUBJQTAL

ACCOUNT NAME
Organization
Franchises
Land 8. Land Rights SS
Lana E. Land Rights P
Land a. Land Rights TD
Land & Land Rights AG
Stxuct & Imp SS
Svuct & Imp P
SlnJcl & Imp \NT
Strict & Imp TD
Strict & Imp Offices
Struck & Imp Misc
Collect a impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
pump Equip Diesel
pump Equip Other
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mains Gin to bin
TD Mains 10in to 16in
Fire Mains
Services
Meters
Meter installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture & Equip
Comp 8. Perish Equip
Trans Equip Lt Duty Tris
Trans Equip Hw Duty Tris
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non»Telephone
Comm Equip Other

TEST YEAR PLANT SCHEDULES
PRIOR TEST YEAR ENDED DECEMBER 31, 2001

(A) (B) (C)
PRIOR DECISION NO 67093 -ADJUSTED

DEP. GROSS ACCUMULATED
RATE PLANT DEPRECIATION
000% 20,086 s -
0.00% 1588 -
0.00% 11,651
0.00% 44,957 .
0.00% -
0.00%
2.50%
167%
1.67%
1.67%
1.67%
2.50%
0.00%
2.52%
4.42%
4.42%
4.42%
4.42%
4.00%
1.67%
1.53%
1.53%
1.53%
1.53%
1.53%
2.48%
2.51%
2.51%
2.00%
0.00%
0.00%
4.59%
4.59%
25.00%
2500%
3.91%
402%
3.71%
5.02%
10.30%
4.93%

s

$

487
19,641
3.767

24,298
30,965
43,870

29,950,788

4,860,858
4,505
1,764

149687
624,143

11 ,747,B52

159
6,622,156
1,678,135

1,682,898

1,307,051

342,925
231,439
3B,357

28,137
74,599

337,524

17.269

$

(2,012,533l
(1,428)

(512l
9,141

(151 ,245)
(2,527,298)

(375)
(5,525)
(1,395)

(10,823)
(31,231)
(15,811)

(5,874,472)

(295.642)

(EU
351,558

(332,448)

(442,355)

(28,245)
3,663

(207,158)

(94,969)
(67,808)

(6,136)

(5.876)

PLANT
ADJUSTMENT

s

$

(0) (E) (F)
RUCO ADJUSTED PRIOR TEST YEAR

ACC. DEP. GROSS
ADJUSTMENT PLANT

$ 20,086
1,588

11,651
44,957

s

s

$

Sun city West Water District
Schedule RLM-3

Page 1 of 7

487
19,641
3.767

24,298
30,965
43,870

29,950,788

4,860,858
4,505
1,764

149,687
524,143

11 ,747,852

169
6,622,166
1,678,135

1,307,051

1,682,898

342,925
231,439

38,357

28,137
74,599

337,524

17,269

ACCUMULATED
DEPRECIATION
$

s

(2_012,533)
(1,428)

(512)
9.141

(151,245)
(2,527,29B)

(375)
(5,525)
(1,395)

(10,823)
(31,231)
(15,811)

(5,874,472)

(G)

(21)
351,558

(332,448)

(442,355)

(28,245)
3,663

(207,155)

(295,642)

(94,969)
(67,808)
(6,136)

(5,876)

43
44

Company As Filed
Difference

s
s

29,950,788 s
s

(5,874,472l s
s

s
$

$
$

29,950,788 $
$

(5,B74,472)

References:
Columns (A) (B) (C): Company Schedule B-2
Columns (D) (E): See Testimony, RLM
Column (F): Column (B) + Column (D)
Column (G): Column (C) + Column (E)

al l l ll



Arizona-Amercian Water Company
Docket NOS SW & W-01303A-08~0227
Test Year Ended December 31, 2007

LINE
NO.
1
2
3
4
5
6
7
B
g
ID
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCT
no.

301000
302000
303200
303300
303500
303800
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SUBJOTAL

ACCOUNT NAME
Organization
Franchises
Land & LandRightsSS
Land & Land Rights P
Land & Land Rights TD
Land & Land Rights AG
Struck & Imp SS
Strict & Imp P
Struct 8 Imp WT
Stl'lJct & imp TD
Struck & Imp Offices
Strut & imp Misc
Coliect & Impounding
Wells 8. Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mains Bin to Bin
TD Mains 10in to 16in
Fire Mains
Services
Meters
Meter Installations
Hydrants
Other P/E intangible
Other P/E TD
Office Furniture & Equip
Comp 8. Periph Equip
Trans Equip Lt Duty Tris
Trans Equip Hw Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

PLANT
ADDIS/ADJMTS
5 _

$

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31, 2002
(A) (B)

542,311

167,104

(2,173)
145,791
86,047

(302)
86,511

37,535
32,841
4.596

26,750

36,484
21 ,027

$

PLANT
RETIREMENTS
s

$

(C)
Ruck

CALCULATED
ANNUAL DEP.
$

(3)
(164,646)
(42,405)

(29)
(33,680)

(216,773)
(199)
(78)

(5,958)
(10,525)

(55)
(179,742)

(80)

(1,292)
(3,424)

(84,761)
(219)
(19)

(790)
(140)

(1,220)
(3,189)
(2,183)

(797,533)

(32,938)

(8,573)
(3,865)

(641 w

(288)

$

s

TOTAL PLANT
VALUE

20,086
1.588

11.651
44,957

281137
74,599

374,008
21,027

487
19,641
3.767

24,298
30,965
43,870

30,593,099

1,307,051

5,027,962
4,505
1.764

147,514
769,934

11,833,899
(302)

86,511

(D)

169
6,659,801
1 ,710,976

4,596
1,709,648

342,925
231,439
38,357

17,269

ACCUMULATED
DEPRECIATION
s

$

Sun City West Water District
Schedule RLM-3

Page 2 of 7

(2,229,306)
(1,627)

(590)
3,183

(161,770)
(2,527,353)

(179,742)
(ea)

(29,537)
239

(291,919l
(219)
(394)

(6,315)
(1,535)

(12,043)
(34,420)
(17,974)

(6,S72,165)

(E)

(24)
186,912

(374,853)
(29)

(476,035)

(328,580)

(103,542)
(71,673)
(6,777)

(6,164)

$

s

NET PLANT
VALUE

20,086
1,58a

11,651
44,957

25,B96
23,920,934

2,798,656
2,878
1,174

150,697
608, 164

9,306,546
(180,044)

86,431

145
6,846,713
1336,123

4,567
1,233,613

(F)

978,471

239,383
153,766
31,580

(1,400)
74,838
82,089
20,808

93
13,326
2,232

12,255
(3,455)

11,105

642,311 30,593,09943
44

Company As Filed
Difference s S s

(701 ,675)
(96,018) $ s

(6,614,029)
(58,136) $

23,979,070
(58,136)

References:
Columns (A) (B): Company Schedule B-2
Column (C): Wcl*kpapers "RUCO Revised SCW ACC DEP", Sheet "2002-2007"
Column (D): Schedule RLM-3, Page 1, Column (F) + Column (A) + Column (B)
Column (E): Schedule RLM-3, Page 1, Column (G) + Column (B) + Column (C)
Column (F); Column (D) - Column (E)



Arizona-Amercian Water Company
Docket Nos. SW a W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule RLM~3

Page 3 of 7

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31 I 2003
(A) (B) (D) (5) (F)

PLANT
ADDT'S/ADJMTS
$ _

PLANT
RETIREMENTS
s

ac)
RUCO

CALCULATED
ANNUAL DEP.

$ $

TOTAL PLANT
VALUE

20.086
1.588

11 ,651
44,957

ACCUMULATED
DEPRECIATION
$ s

NET PLANT
VALUE

20,086
1,588

11 ,est
44,957

(8,573)
(3865)

(641)

342,925
231 ,439
38,357

(112.1151
(75,538l
(7,417)

230,810
1551901
30,940

(288) 17,269 (6,452l 10,817

(32.938) 1 ,307,051 (361,517) 945,534

121,276 (64,444)

(2,201 )
(157)

(30,090)
5,020

51 ,556
59,875

(222,100)
(199)
(78)

(5,831 )
(12,860)
(1,297)

(179,744)
(1,440)

(76)
(3)

(165,895)
(42,958)
(1,634>

(34,350)

5,084,794
4,505
1,764

145,313
769,777

11 ,803,809
4,715

138,067
59,875

169
6,806,610
1,712,468

75,032
1,735,395

(2,386,962)
(1,826)

(668)
(447)

(174,630)
(2,528,650)

(359,486)
(1,520)

(76)
(261

21 ,017
(417,811 >

(1,663)
(510,385)

2,697,832
2,679
1,096

144,866
595,147

9275, 159
(354,768)
136,547
59,799

143
6,827,627
1,294,657

73,369
1,225,010

145,809
1,492

70,436
25,747

ACCOUNT NAME
Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Land & Land Rights TD
Land & Land Rights AG
Struct & Imp SS
Struck & imp P
Struck 8 Imp WT
Str\Jc1 & imp TD
Strict a Imp Offices
Struck & Imp Misc
Collect & impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
pump EquipOther
WT Equip Nari-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified By size
TD Mains min 8. Less
TD Mains min to Bin
TD Mains 10in to 16in
Fire Mains
Services
Meters
Meter Installations
Hydrants
Other P/E intangible
Other P/E TD
Office Furniture & Equip
Comp & Perish Equip
Trans Equip Lt Duty Trks
Trans Equip Hw Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Norm~Telephone
Comm Equip Other

5.449 (90,051)

(2,691)
71,414
B4,374
15,551

74
12,537
2,093

11,035
(6,645)

LINE
no.
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
LB
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCT
no.

301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304500
304B00
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SUaJOTAL $ 457,413 s s

(1,292)
(3,424)
(3,164)
(5,257)

(19)
(790)
(140)

(1,220)
(3, 189)
(2, 1 ea)

(735,426) $

pa, 137
74,599

289,406
21,027

487
19,641
3,767

24,298
30,965
43,870

30,393,516 s

(30.82B)
(3, 185)

(205,032)
(5,476)

(413)
(7,104)
(1 ,674)

(13,263)
(37,610)
(20,137)

(7,250,595) s
23,733

23,542,921

457,413

(156,696)

(156,696) 30,893,81643
44

Company As Filed
Difference $ s $

(669,405)
(66,021 ) $ $

(7,2B3,434)
32,539 $

23,610,382
32,539

References;
Columns (A) (B): Company Schedule 82
Column (C)L Workpapers "RUCO Revised SCW ACC DEP", Sheet "2002-2007"
Column (D): Schedule RLM-3, Page 2, Column (D) + Column (A) + Column (B)
Column (E); Schedule RLM-3, Page 2, Column (E) + column (B) + Column (C)
Column (F): Column (D) . Column (E)

ll l l 1 1 l 1 l l l l - 1 - _



Ar1zona~Amercian Waist Company
Docket Nos. SW  a W -01303A.08-0227
Test Year Ended December 31, 2007

sun City West Wafer Disiricl
Schedule RLM-3

Page 4 of 7

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31 I 2004
(A) (8) (Q) (E) (F)

PLANT
ADDT5/ADJMTS
5 _

PLANT
RETIREMENTS
s

(c)
R u c o

CALCULATED
ANNUAL DEP.
s s

TOTAL PLANT
VALUE

20,086
1,588

11,651
44,957

ACCUMULATED
DEPRECIATION
s s

NET PLANT
VALUE

20,086
1,588

11,651
44,957

(8,573)
(3,865l

(641)

342,925
231,439
38,357

(120,688)
(79,403)
(8,058)

222,237
152,036
30,299

(288) 17,269 (6,740) 10,529

(32,938) 1,307,051 (394,455) 912,596

127,898 (42,589)

2.359
6.410

24,830

149,589
8,349
6,977
9,164

(622)
(443)

(224,745)
(199)
(78)

(5,813)
(12,855)

ls56l
(179,805)

(2,176)
(1,057)

(3)
(169,946)

(43,066)
(1,303)

(34,753)

5,170,103
4.505
1 ,764

145,313
769,777

11 ,803,809
7,o77

144,477
84,705

169
6,956,199
1,720,195

81,566
1,744,559

(2569, 11 al
(2,025)

(746)
(6,260)

(187,485)
(2,529,506)

(539291 )
(3,696)
(1,134)

(29)
(148,929)
(460,255)

(3, 124)
(545, 1 ea)

2,600,984
2,480
1,01 B

139,053
582,292

9,274,303
(532,214)
140,781

83,571
140

6,807,270
1,259.940

78,442
1,199,421

ACCOUNT NAME
Organization
Franchises
Land 8. Land Rights SS
Land & Land Rights P
Land & Land Rights TD
Land & Land Rights AG
Strict & Imp SS
Svuct & Imp P
Strut & Imp WT
Strict a Imp TD
Strict & Imp Offices
Struck & imp Misc
Collect a Impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non~Media
Dist Reservoirs & Standpipe
TD Mains Not Classified By Size
TD Mains min a. Less
TD Mains Santo Bin
TD Mains pinto 16in
Fire Mains
Services
Meters
Meter installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture & Equip
Comp & Periph Equip
Trans Equip Lt Duty Trks
Trans Equip Hvy Duty Tris
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

(23,457)

LINE
n o .

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
LB
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCT
n o .

301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SUBJOTAL $

5,943

341,519 s s

(1,292)
(3,424)

(67,417)
(5,257)

(19)
(790)
(140)

(1,220)
(3,521)
(2,163)

(808,802) s

28,137
74,599

265,949
21 ,027

487
19,641
3,767

24,298
36,830
43,870

31 , 168,146 $

(32,120)
(6,609)

(248,992)
(10,733)

(432)
(7,894)
(1 .814)

(14,482)
(41,052)
(22,299)

(7,992,50s) s

(3,983)
67,990
16,957
10,294

55
11,747
1,953
9,816

(4,222)
21 .571

23, 175,saa

341,519

(78)

(67,189)

(67,189) 31,168,14643
44

Company As Filed
Difference s s $

(742,476)
(68,326) s $

(B,025,910)
33,402 s

23,142,235
33,402

References:
Columns (A
Column (C):
Column (D):
Column (El:
Column (F) :

) (B): Company Schedule B-2
Vvol'kD8D€l's '*RUco Revised sow ACC DEP", Sheet "2002-2007"
Schedule RLM-3, Page 3, Column (D) + Column (A) + Column (B)
Schedule RLM-3, Page 3, Column (El + Column (B) + Column (C)
Column (D) - Column (E)



Arizona-Amsrcian Water Company
Docket Nos. SW a W-01303A-08~0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule RLM~3

Page 5 of 7

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31, 2005
(A) (B) (D) (E) (F)

PLANT
AD DTS/ADJ M TS
$

PLANT
RETIREMENTS
$

(C)
RUCO

CALCULATED
ANNUAL DEP.
S s

TOTAL PLANT
VALUE

20,086
1,588

11,651
44,957

ACCUMULATED
DEPRECIATION
$ _ $

NET PLANT
VALUE

20,088
1,585

11,651
44,957

(8,573)
(3,865)

(641 )

342,925
231,439
38,357

(129,262)
(83,268)
(5,698)

213,663
148,171
29,659

(284) 17,269 (7024) 10,245

1,313,894 (36,754) 2,620,945 (431,209) 2,189,736

370,944 (7,240)

417
56,014
40,281

112,428
13.095
42,539
31,818

(336)
(13,823)

(234,880)
(199)
(78)

(5,813)
(12,855)

(856)
(179,852)

(2,301)
(1,429)

(3)
(173,285)
(43,344)
(2. 107)

(35,032)

5,533,807
4,505
1,764

145,313
769,777

11 ,803,809
7,494

200,491
124,986

169
7,068,627
1732,954

104,282
1,776,377

(2,79S,758)
(2,224)

(824)
(12,073)

(200,340)
(2.530,362)

(719,142)
(5,997)
(2,562)

(31)
(322,214)
(503,263)

14,593
(580,170)

2,737,049
2.281

940
133,240
569,437

9,273,447
(711,6491
194,494
122,424

138
6,746,413
1,229,691

118,875
1 . 196,207

ACCOUNT NAME
Organization
Franchises
Land a Land Rights SS
Land a Land Rights P
Land & Land Rights TD
Land & Land Rights AG
Struct 8 imp SS
Struct a Imp P
Struct 8 Imp WT
strict 8 Imp TD
Struct 8 Imp Offices
St'uct & Imp Misc
Collect 8 Impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified By Size
TD Mains min 8. Less
TD Mains Gin to Bin
TD Mains 10in to 15in
Fire Mains
Services
Meters
Meter Installations
Hydrants
Other P/E intangible
Other P/E TD
Office Furniture a Equip
Comp & Periph Equip
Trans Equip Lt Duty Tris
Trans Equip Hvy Duty Tris
Stores Equipment
Tools_Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

9,818 (48,958)

LINE
n o .

1
2
3
4
5
E
7
8
9

10
11
12
13
14
15
16
17
18
19
ZN
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCT
n o .

301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SUB-TOTAL s 1,991,248 S (76857) $

(1,292)
(2,868)

(66,487)
(5,257)

(19)
(790)
(140)

(1,220)
(3,793)
(2,163)

(826,178l s

28,137
35,453

265,949
21,027

487
19,641
3,767

24,298
36,830
43,870

33,083,037 s

(33,411)
39,481

(315,479)
(15,990)

(451)
(8,583)
(1954)

(15,702)
(44,845)
(24,462>

(8,742,329) s

(5,274)
74,940
(49,530)

5,037
35

10.95B
1.813
5,596
(8,016)
19,408

24,340,708

(76,357)43
44

Company As Filed
Difference s

2,009,829
(1 8.581 ) s s

(752,409)
(73,763) $

33,101,618
(18,581) 5

(8,778,319)
35,990 s

24,323,299
17,409

References:
Columns (A)
Column (cy
Column (D)i
Column (E):
Column (Fl:

(B): Company Schedule B2
Workpapers "RUCO Revised SCW ACC DEP", Sheet "2002-2007"
Schedule RLM-3, Page 4, Column (D) + Column (A) + Column (B)
Schedule RLM-3, Page 4, Column (E) + Column (B) + Column (C)
Column (D) - Column (E)



Arizona-Amsrcian Water Company
Docket NOS SW & w-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule RLM»3

Page 6 of 7

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31 l 2006
(A) (B) (D) (E) (Fl

PLANT
ADDT'S/ADJMTS
s

PLANT
RETIREMENTS
s

(C)
RUCO

CALCULATED
ANNUAL DEP.
$ $

ACCUMULATED
DEPRECIATION
$ .

242
$

(242)

TOTAL PLANT
VALUE

20,086
1,346

11 ,651
44.957

NET PLANT
VALUE

20,086
1,588

11 ,651
44.957

5,465,852
(6,085)

(441)

(56,990)
(3,810)

(641)

(186,252)
(87,078)
(9,339)

5,622,525
138,276
29.018

(441)
9,961(284)

5,808,777
225,354
38,357

(441l
17,269 (7,308)

(65,098)

91,110

(4, 125)

(560,818)

(S4,853l 2,551 ,722 (491,937) 2,059,785

4.867,781

1,031,492
6.710

103,487
70,921

(9,451)

(6,925)

173,701
8,717

31,113
45,459

(517)
(450)

(244,122l
(199)
(78)

(68,921)
(12,849)
(5,465)

(179,854)
(3,586)
(2,233l

(3)
(177,626)
(43,571)
(2,941)

(35,908)

5,064,099
4,505
1,764

5,013,094
760,296

12,835,301
7,279

303,978
195,907

163
7,242,323
1,741 , 154

134,945
1,821 ,836

(2,480,062)
(2,423)

(902)
(80,994)

(203,706)
(2,535,BZB)

(B92,072)
(9,583)
(4,795)

(34)
(499,840)
(546,317)

12,102
(615,078)

2,584,037
2.082

862
4,932100

556,588
10,299,473

(884,793)
294,395
191 ,112

135
6,742,488
1,194,837

147,047
1,205,758

7,334 (48,120)

ACCOUNT NAME
Organization
Franchises
Land 8. Land Rights SS
Land & Land Rights P
Land 8 Land Rights TD
Land 8. Land Rights AG
Strict a. Imp as
Struck 8. Imp P
Struck & Imp WT
Strict 8. Imp TD
Struck 8. Imp Offices
Strict S. Imp Misc
Collect 8. Impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified By Size
TD Mains min 8. Less
TD Mains min to Bin
TD Mains 10in to 16in
Fire Mains
Services
Meters
Meter Installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture 8. Equip
Comp 8. Periph Equip
Trans Equip Lt Duty Tris
Trans Equip Hw Duty Tris
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

137,370
102,294

LINE
no.
1
2
3
4
5
6
7
B
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCT
NO.

301000
302000
303200
303300
303500
303800
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
348300

SUBJOTAL $ 12,071,717 s (630,678)

(830,678)

s

(1,292)
(1,628)

(so,114)
(5,257)

I19)
(790>
(140)

(3,587)
(5,864)
(2,163)

(985,785) $

28,137
35,459

225,163
21,027

487
19,641
3,767

161,668
139,124
43,870

44,524,076 $

(34,703)
37,854

(327,473)
(21,246)

(470)
(9,473)
(2,094)

(19,289)
(51 ,710)
(26,625)

(9,097,435) 5

(6,565)
73,313

(102,310)
(219)

17
10,168
1,673

142,379
87,414
17,245

35.426,641

12,071717 (9,120,772)
23,337 $43

44
Company As Filed
Difference $ s s

(342,453)
(643,332) s

44,542,657
(18.581 ) $

35,421,885
4,756

References.
Columns (A
Column (C):
Column (D)1
Column (E):
Column (Flt

) (B): Company Schedule B-2
Workpapers "RUCO Revised SGW ACC DEP", Sheet "2002-2007"
Schedule RLm-3, Page 5, Column (D) + Column (A) + Column (B)
Schedule RLM-3, Page 5, Column (E) + Column (B) + Column [Cl
Column (D) - Column (E)



Arizona-Amercian Water Company
Docket NOS SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule RLM-3

Page 7 of 7

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31, 2007

(A) (B) (D) (E) (F)

LINE
NO.

PLANT
ADDTS/ADJMTS
$ _

PLANT
RETIREMENTS
s

(C)
RUCO

CALCULATED
ANNUAL DEP.
s s

TOTAL PLANT
VALUE

20,086
1,346

11,651
44957

ACCUMULATED
DEPRECIATION
$ _

242
$

NET PLANT
VALUE

20,086
1,588

11 ,651
44,957

1,813,754
(533)

52,510

(1,551) (150,028)
(3,755)

(751)

7,620,980
224,821
90,867

(441 I
17v269

(334,729)
(90,833l
(10,090)

(281) (7,589)

7,286,251
133,988
80.777

(441)
9,680

35,479
36,044

126.011 (42,766)
6,672

167,932
1,333,510

219,719
1,222

105,412
56,790

(233)

(7,887)

107,600
15, 123
12,345
13,843

(7,185l
(1,194)

(64,3411
(187)

(221,295)
(199)

(1,007)
(199,601)
(12,697)
(15,792)

(179,845)
(5,096)
(3,265)

(3)
(180,676)
(43,850)
(3,649)

(36,551)

2,587,201
36,044

5,157,344
11,177

169,696
6,346,694

760,063
13,055,020

614
409,390
252,697

169
7,342,743
1,756,083

147,290
1,835,679

(556,278)
(187)

(2,658,590)
(9,295)
(1,908)

(280,595)
(21 e, 172)

(2,552,620)
(1,064,030)

(14,679)
(8,060)

(37)
(873,331)
(5B8,973)

a,453
(652,623)

2,030,923
35,857

2,498,754
1,882

167,788
6,066,009

543.891
10,502,400
(1,063,416l

394,711
244,637

132
8,659,412
1,1s7, 110

155,743
1,183,050

(7,350)
5,978

15

ACCOUNT NAME
Organization
Franchises
Land 8. Land Rights SS
Land 8. Land Rights P
Land B. Land Rights TD
Land 8. Land Rights AG
SYIIJCI & Imp SS
Struct & Imp P
Struck 8. Imp WT
Struck & imp TD
Struck 8 Imp Offices
Strut a Imp Misc
Collect 8 Impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified By Size
TD Mains Ain a. Less
TD Mains min to Bin
TD Mains ODin to 16in
Fire Mains
Services
Meters
Meter Installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture & Equip
Comp a Periph Equip
Trans Equip Lt Duty Tans
Trans Equip Hvy Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

(2,026l
218

24,011

(345)

(134)

1
2
3
4
5
6
7
B
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

AC C T

no .
301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SUBJOTAL $ 4,135,957 s
(42,532)

(104,505) $

(1,277)
(1 ,637)

(56,294)
(5,257)

(18)
(790)
(130)

(8, 1 be)
(14,415)
(2,075)

(1,213,aa8) $

20,787
41,437

225,178
21,027

142
19,641
1,607

161,886
163,135

1.338
48,555,528 $

(28,530)
36,217

(383,768)
(26,503)

(143)
(10,262)
(2,090)

r27,415>
(66,125)
13,831

(10,20S,81 a) $

(7,843)
77,654

(158,590)
(5,476)

(1)
9,379
(483)

134,471
97,010
15,169

38,348,710

4,135,95743
44

Company As Filet!
Difference s s

(181477)
76,672 s

(1,037,192)
(176,696) $

48,497,437
so, 091 $

(10,12D,082)
(85,736) $

38,377,355
(28,645)

s 48,555,528
(58,091)
395,948

$RUCO TY As Calculated
RUCO Amijustments

Co. TY Adjustments To Book
Co Variance To GL
Cc. Variance To GL

Total
Co. As Filed

Difference

s 48,893,385
48.893,385

$

$

(10,205,B18)
86,736

(349,166)
(37,882)
(7,3581

(10,514,488)
(10,514,488)

Adj #1 $ sDifference In Computing Acc. Dep
Adj #3 - Conforming To off DH 4.3
Adj. #4 - ConformingTo Stf GB 9.3

Total RUCO Adjustments

76,672
(18,581)
58,091 $

(1 1.065)
(76,531)

860
(86,736)$

$

$

$

$
s
s

RUCO As Adjusted
RUCO Adjustmerris

Co. AS Filed
Co Adjustments

Co. Computed Acc. Dap.

48,951,476
58,091

48,893,385
395,948

48,497,437 $

(100601,224)
(86,736)

(10,514,488)
(394,406)

(10,120,082)

References:
Columns (A
Column (C)j
Column (D):
Column (E):
Column (F):

) (El); Company Schedule B~2
VVOl'KP3D€l'S "Ruco Revised SCW ACC DEP", Sheet "2002-2007"
Schedule RLM-3, Page 6, Column (D) + Column (A) + Column (B)
Schedule RLM-3, Page 6, Column (E) + Column (B) + Column (C)
Column (D) - Column (E)



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule RLM-5

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

$ 56,510
56,510

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 2 - Line 1

1
2
3

Materials And Supplies As Per Company
Materials And Supplies As Per RUCO
Adjustment $

$ 24,906
24,906

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

4
5
6

Prepayment As Per Company
Prepayment As Per RUCO
Adjustment $

7
8
9

Cash Working Capital As Per Company
Cash Working Capital As Per RUCO
Adjustment

$ 480,140
(5,224)

(485,354)

Company Schedule B-5, PG. 1
RUCO Schedule RLM-5, Page 2

Line B - Line 7

10 TOTAL ADJUSTMENT (See RLM-2, Column (G))

$

$ (486,364) Sum Lines 3, 6 & 9



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0_27
Test Year Ended December 31, 2007

Sun City West Water District
Schedule RLM-5

Page 2 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 . CONT'D
LEAD/LAG DAY SUMMARY

(B) (D) (E)

LINE
NO. DESCRIPTION

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

(C)
RUCO

EXPENSES
ASADJUSTED

(LEAD)/LAG
DAYS

DOLLAR
DAYS

$ $ (13,569) $ 689,648
(2,690)

$

(12,035)

830,074
227,889
987,868
191 ,120
137,699
58,622

133,476
14,331

12.00
(37.17)
32.42
18.06
10,40

(14.08)
45.00
(68.27)
19.76
(10.50)

8,275,776
99,987

26,912,078
4,114,536

10,273,824
(2,691 ,333)
6,196,455

(4,002,165)
2,637,194
(150,476)

1
2
3
4
5
6
7
8
g
10
11
12

703,217
(2,690)

830,074
227,889
999,903
191 ,120
137,699
58,622

133,476
14,331

1,323,541
575,155

(1 ,323,541)
(34,787) 540,367 30.00 16,211,020

179,896
65,832

1 ,30B,459

35,837 215,733
65,832

(345,734)

15.07
212.50
28.75

3,252,089
13,989,300
(9,939,B54)

13
14
15

Appropriate Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Management Fees
Group Insurance
Pensions
Insurance Other Than Group
Customer Accounting
Rents
Depreciation & Amortization
Other Operating Expenses

Taxes:
Property Taxes
Taxes Other Than Income
income Tax (1 ,654,193)

16 Interest Expense 1,155,483 1,155,483 106.52 123,082,098

17 Total Appropriate Operating Expenses $ 6,746,524 $ (1,846,805) $ 4,899,718 $ 198,250,530

18 Expense Lag Line 17, Col. (E) /(c) 40.46

19 Revenue Lag Company Response To RUCO DR B 40.00

20 Net Lag Line 19 - Line LB (0.46)

21 RUCO Adjusted Expenses Col, (c), Line 17 $ 4,899,718

22 Cash Working Capital Line 20 X Line 21 /365 Days (6,224)

23 Company As Filed Co. Schedule B-6, Page 1 480,140

24 Difference Line 22 _ Line 23 $

$25 ADJUSTMENT (See RLM-5, Page 1, L 9) Line 24

(486,364)

(486,364)

References:
Column (A): - Company Schedule B-6
Column (B): RUCO Operating Income Adjustments (See Schedule RLM-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-6
Column (E): Column (C) X Column (D)



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule RLM-6

Page 1 of 1

OPERATING INCOME

LINE
no.

(A)
COMPANY

AS
FILED

(B)
R u c k

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
ASADJ'TED

(D)
RUCO
PROP'D

CHANGES

(E)
RUCO

AS
RECOMM'D

$ 5,661,030 $ $ 5,661 ,030 $ 3,375,778 $ 9,036,8081
2
3
4

DESCRIPTION
Revenues:

Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues
TOTAL OPERATING REVENUE $

40,401
5,701,431 $ $

40,401
5,701 ,431 $ 3,375,778 $

40,401
9,077,209

$ $ (13,569) $ $ $

313
(12,035)

(9,737)

(1,299)

4,083
35,837

689,648
(2,690)

830,074
227,889

4,704
987,868
191,120
137,699
24,065
58,622

133,476
14,331
57,226

231,109
247,328

1,327,624
215,733
65,832

957,278

5
6
7
8
9

10
11
12
13
14
15
16
17
LB
19
20
21
22
23
24

Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes - Property Taxes
General Taxes - Other
Income Tax
Rounding

703,217
(2,690)

830,074
227,889

4,391
999,903
191,120
137,699
33,802
58,622

133,476
14,331
57,226

232,408
247,328

1,323,541
179,896

65,832
(324,059) (21 ,675)

689,648
(2,690)

830,074
227,889

4,704
987,868
191,120
137,699
24,065
58,622

133,476
14,331
57,226

231,109
247,328

1,327,624
215,733
65,832

(345,734) 1,303,012

25 TOTAL OPERATING EXPENSES $ 5,114,006 $ (18,082) $ 5,095,924 $ 1,303,012 $ 6,398,936

26 OPERATING INCOME (LOSS) $ 587,425 33 18,082 $ 605,507 $ 2,072,765 $ 2,678,273

References:
Column (A): Company Schedule C-1
Column (B): RLM-7, Columns (B) Thru (H)
Column (C): Column (A) + Column (B)
Column (D): RLM-1, Pagesl 81 2
Column (E): Column (C) + Column (D)
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Arizona-Amercian Water Company
Docket Nos. SWF W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule RLM-8

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1

PROPERTY TAX COMPUTATION

LINE

NO. DESCRIPTION REFERENCE (A) (B)

Calculation Of The Company's Full Cash Value:

$1
2
3
4
5

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Sch. RLM-6, Col (c), Lm 4
Sch. RLM-6, Col (c). Ln 4
Sch. RLM-6, Col (D), Lm 4

Sum Of Lines 1, 2 & 3
Line 4 / 3

$

5,701 ,431
5,701 ,431
9,077,209

20,480,071
6,826,690

6 Two Times Three Year Average Operating Revenues Line 5 X2 35 13,653,381

Co. Sch. E-1, Page 2
Line 7 X 10%

$ (50,858)7
8

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP $ (5,086)

Company Workpapers
Company Workpapers

Line 9 + Line 10

$9
10
11

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dap. Of Transportation Equipment

Book Value Of Transportation Equipment $

12 Company's Full Cash Value ("FCV") Sum Of Lines 6, 8 & 11 $ 13,648,295

Calculation Of The Company's Tax Liability:

13
14

MULTIPLYz
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 $3

23.0%
3,139,108

15
16
17

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability

Company Workpapers
Company Workpapers

Line 15 + Line 16

6.87%
0.00%
6.87%

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 215,733

19 Test Year Adjusted Property Tax Expense As Filed CO. Sch. C-1 179,896

20 Decrease In Property Tax Expense Line 18 - Line 19 $ 35,837

21 RUCO Adjustment (See RLM-6, Column (B)) Line 20 $ 35,837



Arizona-Amercian Water Company
Docket Nos. SW 8. W-01303A-08~0227
Test Year Ended December 31 , 2007

Sun City West Water District
Schedule RLM-9

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT NO. 2
TEST YEAR DEPRECIATION EXPENSE

LINE

(B)
COMPANY

PROPOSED

DEP. RATES

(C)
TEST YEAR

DEPRECIATION

EXPENSEACCOUNT NAME
S

(A)
TOTAL
PLANT

VALUE
20,086
1,346

11,651
44,957

s

7,620,980
224,621
90,867

(441)
17,269

190,525
3,755
1,517

(7)
288

Organization
Franchises
Land 8< Land Rights SS
Land 8. Land Rights P
Land 8. Land Rights TD
Land 8. Land Rights AG
Struck 8. Imp SS
Struck & Imp P
Struck & imp WT
Struck & Imp TD
Struck & Imp Offices
Struck & Imp Misc
Collect 8¢ impounding
Wells 81 Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non~Media
Dist Reservoirs 8< Standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mains min to bin
TD Mains 10in to 16in
Fire Mains
Services
Meters
Meter Installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture & Equip
Comp 8< Periph Equip
Trans Equip Lt Duty Tris
Trans Equip Hvy Duty Trks
Stores Equipment
Tools,shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

TEST YEAR DIRECT ups AND DEPRECIATION EXPENSE

2,587,201
36,044

5,157,344
11,177

169,696
6,346,604

760,063
13,055,020

614
409,390
252,697

169
7,342,743
1,756,083

147,290
1,835.679

0 00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.50%
1.67%
1.67%
1 .67%
1.67%
2.50%
0.00%
2.52%
4.42%
4.42%
4.42%
4.42%
4.00%
1.67%
1 .53%
1.53%
1.53%
1.53%
1.53%
2.48%
2 51 %
2.51%
2.00%
0.00%
0.00%
4.59%
4.59%
25.00%
25.00%
3.91 %
4.02%
3.71 %
5.02%
10.30%
4.93%

65,197
1 ,593

227,955
494

7,5o1
253,864
12,693

199,742
9

6,264
3,666

3
182,100
44,078
3,697

36,714

no.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCOUNT

NO.
301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SUBJOTAL s

20,787
41,437

225,178
21,027

142
19,641
1,607

161,886
163,135

1,338
48,555,528 $

954
1 ,902

56,295
5,257

6
790
60

8,127
16,803

66
1 ,332,104

43 SUB-TOTAL TEST YEAR CORPORATE UPIS AND DEPRECIATION EXPENSE 390,490 87,107

44 SUB-TOTAL POST TEST YEAR DEPRECIATION EXPENSE ON UPIS 5,456 247

45 TOTAL DEPRECIATION EXPENSE ON UPIS 5 1,419,458

46 AMORTIZATION OF DEFERRED DEBIT - Y2K COSTS 5,841

47 AMORITZATION OF REGULATORY ASSETS

48 AMORTIZATION OF CONTRIBUTIONS (51 5)

AMORTIZATION OF REGULATORY CIAC49
50
51

Rounding
TOTAL DEPRECIATION EXPENSE $

(97,158)
(2)

1,327,624

52
53

Company As Filed
Difference 35

1,323,541
4,083

54
References ;

RUCO Adjustment (See RLM-7, Column (€)) $ 4,083

Column (A)1 RLM-3, Page 7, Column (D)
Column (B)1 RLM8, Page 1, Column (A)
Column (C): Column (A) X Column (B)

I Ill II l l I I'll-llllllll I III



Arizona-Amercian Water Company
Docket Nos. SW & w-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule RLM-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3

RATE CASE EXPENSE

LINE
no. DESCRIPTION

(A)
COMPANY

ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 612,000 $ (187,735) $ 424,265

2 Allocation Factor (See NOTE Below) 11.7965% 17_0164%

3 Sun City West Water District (Line 1 X Line 2) $ 72,195 $ $ 72,195

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense For Instant Case (Line 3 / 3 Years) $ 24,065

6 Company Rate Case Expenses As Filed (Company Sch. C-2) $ 33,802

7 RUCO Pro Forma Rate Case Expense (Lines 5 - 6) $ (9,737)

8 RUCO Adjustment (Line 7) (See RLM-7, Column (D)) $ (9,737)

NOTE

Company As Filed RUCO As Adjusted

$ 17.0164%
1550497%
1,4411%

45.2631%
2.7151%

16.4069%
221078%

100.0000%

$9
10
11
12
13
14
15
16

4-Factor Allocation
Districts Included In This Filing

Sun City West Water District
Paradise Valley Water District
Tubac Water District
Agua Fria Water District
Havasu Water District
Mohave Water District
Mohave Wastewater District
Total

11.l/965%
10.4331 %
0.9990%

31.3783%
1.BB22%

11.3'/40%
1.4612%

69.3243% $

72,195
63,851
5,114

192,035
,519

69,609
8,943

424,265 $

72,195
63,851
6,114

192,035
11,519
69,609
8.943

424,265

Districts NOT Included In This Filing
Agua Fria Wastewater District
DistcolTreatco Sewer
Distco/Treatco Water

8.2232%
9.8095°/0

12.6430%
100.0000%

$17
18
19
20 $

50,326
60,034
77,375

612,000



Arizona-Amercian Water Company
Docket Nos, SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule RLM-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 5

ANNUAL INCENTIVE PLAN EXPENSE

LINE

NO. DESCRIPTION REFERENCE

(A)
RUCO

AS ADJUSTED

1 AZ-AM Annual Incentive Plan ("AlP") Expense Total Co. Response To RUCO DR 3.01 .e $ 482,198

2
3

Allocation Factor
Sun City West Water District

Co. Workpapers Per SLH-6
Lines 1 X 2 $

8.3198%
40,118

4 Portion Deemed Shareholder Benefit Only RLM Testimony 30.00%

5 Lines 3 X 4 $

6

RUCO Test-year Disallowance Of AlP Expense

RUCO Adjustment (See RLM-7, Column (D)) Line 5 $

(12,035)

(12,035)



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December it, 2007

Sun City West Water District
Schedule R_M-12

Page 1 of 5

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7
MISCELLANEOUS ADJUSTMENTS

(A) (C) (D)

LINE

NO DESCRIPTION

(B)
RUCO ADJUSTMENTS

ALLOCABLE ALLOC'N DISTRICT
TOTAL 4-FACTOR TOTAL

RUCO

AS ADJUSTED

1 Sun city West Water Direct Miscellaneous Account (RLM-12, Pg, Ln 103) $ (16653) 100.00% $ (167)

2 (13,607.91) 8.3198% $ (1,132)

3

Corporate Oiice Allocable Miscellaneous Account (RLM-12. Pg 4, Ln 98) $

TOTAL $ (1 ,299)

4 RUCO ADJUSTMENT TO MISCELLANEOUS ADJUSTMENTS (See RLM-7, Column (H)) $ (1 ,299)

N OTE

5
6
7
8
g

10
11

4-Factor Allocation
Sun City West Water District
Paradise Valley Water District
Tubac Water District
Agua Fria Water District
Havasu Water District
Mohave Water District
Mohave Wastewater District

8.3198%
7.6863%
0.7254%

23,0946%
1.3850%
7.8288%
1.0290%

Referencesi
Column (A): Workpapers Exhibi1 A (880) Pages 1 To 18, (921) Pages 1 To 14, (923) Page 1, And (930) Page 1
Column (B): Company Workpapers
Column (C): Column (A) X Column (B)
Column (D): Sums Of Column (C)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0_27
Test Year Ended December 31, 2007

Sun City West Water District
Schedule RLM-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

INCOME TAX EXPENSE

(A) (B)

LINE

NO. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. RLM-6, Column ac), L26 + L23 $ 259,773

2
3

4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 20

Line 1 - Line 2 - Line 3 $

(62,413)
1 ,155,483
(833,297)

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch. RLM-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

34.00%
(283,321 )

STATE INCOME TAXES:

7 Line 1 $ 259,773

8
9

Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Note (A) Line 20
Line 7 _ Line 8 $

1,155,483
(895,710)

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ (62,4131

TOTAL INCOME TAX EXPENSE:
$1 2

1 3
14

Federal income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO

Line 6
Line 11

Line12 + Line 13 $

(283,321 )
(62,413)

(345,734)

15 Total Income Tax Expense Per Company (Per Company Sch. C-1 ) (324,059)

16 Total Income Tax Adjustment Line 14 - Line 15 $ (21 ,67'5)

17 RUCO Adjustment (See Sch. RLM-7, Column (H)) Line 16 $ (21,675)

$18
19
20

NOTE (A):
Interest Synchronizations
Adjusted Rate Base (Sch. RLM-2, Col. (H), L17)
Weighted Cost Of Debt (Sch. RLM-16 Col, (F), LI)
Interest Expense (L18 X L19) $

38,261 ,042
3.02%

1,155,483

IIII



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule RLM-14

Page 1 of 1

COST OF CAPITAL

(A) (B)

LINE
no. DESCRIPTION

CAPITAL
RATIO COST

(C)
WEIGHTED

COST
RATE

1 DEBT 55.20% 5.46% 3.02%

2 PREFERRED STOCK 0.00% 0.00% 0.00%

3 COMMON EQUITY 44.80% 8.88% 3.98%

4 TOTAL CAPITALIZATION 100.00%

5 WEIGHTED COST OF CAPITAL 7.00%

References:
Columns (A) Thru (F): Testimony, WAR





TUBAC WATER DISTRICT



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District

TABLE OF CONTENTS TO RLM SCHEDULES

SCH.
NO.

PAGE
NO TITLE

RLM-1 1 8 2 REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

RLM-2A 1 RATE BASE

RLM-2 1 SUMMARY OF OR1GZNAL COST RATE BASE ADJUSTMENTS

RLM-3 1 TO 7 RATE BASE ADJUSTMENT NO, 1 - ADJUSTMENT TO ACCUMULATED DEPRECIATION

TESTIMONY

RLM-5

RATE BASE ADJUSTMENT NO, 2 - REINSTATE AIAC ASSOCIATED WITH CWIP

1 & 2 RATE BASE ADJUSTMENT no. 6- ALLOWANCE FOR WORKING CAPITAL

OPERATING INCOMERLM-6 1

RLM-7 1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

RLM-8 1 PROPERTY TAX COMPUTATION

RLM-9 1 TEST YEAR DEPRECIATION EXPENSE

RLM-10 1 RATE CASE EXPENSE

TESTIMONY 1

OPERATING INCOME ADJUSTMENT no. 1

OPERATING INCOME ADJUSTMENT NO. 2

OPERATING INCOME ADJUSTMENT no. 3

OPERATING INCOME ADJUSTMENT NO, 4 ONLY PARADISEVALLEY- CHEMICAL EXPENSE

R_M-11 1 OPERATING INCOME ADJUSTMENT no. 5 - ANNUAL INCENTIVE PAY EXPENSE

RLM-12 1 REMOVE INAPPROPRIATE/UNNECESSARY MISC. EXPENSES

RLM-13 1

OPERATING INCOME ADJUSTMENT NO, 6

OPERATING INCOME ADJUSTMENT no. 7 INCOMETAX EXPENSE

RLm-14 1 COST OF CAPITAL



$ 278,214 $ 210,004

Arizona-Amercian Water Company
Docket Nos. SW 8; W-01303A-08-0227
Test Year Ended December 31, 2007

Tubac Water District
Schedule RLM-1

Page 1 of 2

REVENUE REQUIREMENT

LINE

NO, DESCRIPTION

(A)
COMPANY

OCRB/FVRB

COST

(B)
RUCO

OCRB/FVRB
COST

1 Original Cost Rate Base $ 1 ,527,454 $ 1,433,161

2 Adjusted Operating Income (Loss) $ (38,553) $ (60,285)

3 Current Rate Of Return (L2 / LI) -2.52% -4.21%

4 Required Operating Income (L5 X LI ) $ 128,306 $ 100.321

5 Required Rate Of Return On Fair Value Rate Base 8.40% 7.00%

6 Operating Income Deficiency (L4 - L2) $ 166,859 $ 160,607

7 Gross Revenue Conversion Factor (RLM-1, Page 2) 1 .6674 1 .3076

8 Increase In Gross Revenue Requirement (L7X LE)

9 Adjusted Test Year Revenue $ 426,898 $ 426,900

lo Proposed Annual Revenue (L8 + LE) $ 705,112 $ 636,904

11 Required Percentage Increase In Revenue (L8 /LE) 65.17% 49.19%

12 Rate Of Return On Common Equity 11.91% 8.88%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): Ruck Schedule RLM-1 Page 2, RLM-6, And RLM-16



1.3076

Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule RLM-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (8) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - L2)
Revenue Conversion Factor (LI ILE)

1.0000
0.2352
0.7648

5
6
7
8
9

10

CALCULATION OF EFFECTIVE TAX RATEs
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X LB)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
17.7940%
16.5541 %
235221 %

$ 100,321
(60,285)

11
12
13

Required Operating Income (Sch. RLM-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. RLM-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 - L12) $ 160,607

Income Taxes On Recommended Revenue (Col. (D), L31) 17,544
Income Taxes On Test Year Revenue (Col. (D), L32) (31,854)
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$14
15
16

17 Total Required \increase In Revenue (L13 + L16)

s

$

49,397

210,004
Ruck

Recommended
$ 636,904

519,039
43,281
74,583

6.9680%
$

$ 5,197
$
$

69,386
7,500
4,847

18
19
20
21
22
23
24
25
26
27
28
29
30
31

CALCULATION OF INCOME TAX'
Revenue (Sch, RLm-1, Pg 1, Col. (B). L10)

Operating Expense Excluding Income Tax (RLM-6, Col. (E), L25 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L1B - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax On 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax On 2nd inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax On 3rd Inc. Bracket ($75,001 ;$100,000) @ 34%
Fed. Tax On 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax On 5th Inc. Bracket ($335,001 - SIOM) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal And State Income Tax (L23 + L30)

$
$

12,347
17,544

32
33

Test Year Combined Income Tax, RUCO As Adjusted (RLM-6, Col. (C), L23)
RUCO Adjustment (L31 .. L32) (See RLM-6, Col. (D), L23)

$
$

(31 ,854>
49,397

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 17.79%

$35
36
37

CALCULATION OF INTEREST synchronization;
Rate Base (Sch. RLM-2, Col. (H), L15)
Weighted Avg. Cost Of Debt (Sch. RLM-16, Col. (F), LI )
Synchronized Interest (L35 X L36) $

1 ,433,161
3.02%

43,281



Arizona-Amercian Water Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule RLM-2A

Page 1 of 1

RATE BASE . ORIGINAL COST

LINE
no.
1

DESCRIPTION
Gross Utility Plant In Service

(A)
COMPANY
AS FILED

OCRB/FVRB
$ 3,423,384

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

$ _

(C)
RUCO

ADJ'TED
OCRB/FVRB

$ 3,423,384

2
3

Accumulated Depreciation
Net Utility Plant In Service (Sum LI &LE) $

(939,364)
2,484,020 $

1,550
1,550 $

(937,814)
2,485,570

4 Advances In Aid Of Const. $ (1 ,042,125) $ (20,266) $ (1,062,391)

5
6
7

$ $ $Contribution In Aid Of Const
Accumulated Amortization Of CIAC

NET CIAC (LE + L7) $

(195)
17

(178) $ $

(195)
17

(178)

8 Imputed Regulatory Advances $ $ $

g Imputed Regulatory Contributions $ (58,023) $ $ (58,023)

10 Customer Meter Deposits $ (540) $ $ (540)

11 Deferred Income Taxes And Credits $ 46,088 $ $ 46,088

12 Investment Tax Credits $ $ $

13 Deferred Debits $ 54,503 $ (51 ,122) $ 3,381

14 Allowance For Working Capital $ 43,709 $ (24,455) $ 19,254

15
16
17

Utility Plant Acquisition Adjustment
Rounding

TOTAL RATE BASE (Sum L's 4, 5, & 8 Thru 17)

$
$
$ 1 ,527,454

$
$
$ (94,293)

$
$
$ 1,433,161

References:
Column (A): Company Schedule B-1
Column (B): Schedule RLM-2
Column (C): Column (A) + Column (B)
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Arizona-Amercian Water Company
Docket NOS SW & W,01303A-08-0_27
Test Year Ended December 31, 2007

LINE
NO
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCT
NO.

301000
302000
303200
303300
303400
303500
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SUBJOTAL

ACCOUNT NAME
Organization
Franchises
Land & Land Rights SS
Land 8_ Land Rights P
Land 8 Land Rights WT
Land a. Land Rights TD
Land 8. Land Rights AG
Struct & Imp SS
Struct & imp P
Struck e. imp WT
strict & Imp TD
Struck & Imp Offices
Strict a Imp Misc
Collect a Impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electnc
Pump Equip Diesel
Pump Equip Other
lAsT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified By size
TD Mains min & Less
TD Mains Sin to Sin
TD Mains thin to 16in
Services
Meters
Meter installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture & Equip
Comp & Periph Equip
Trans Equip Lt Duty Trks
Trans Equip Hvy Duty Tris
Stores Equipment
Tools,shpp,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

TEST YEAR PLANT SCHEDULES
PRIOR TEST YEAR ENDED DECEMBER 31 I 2001

(Al (B) (C)
PRIOR DECISION no. S7093 . ADJUSTED

DEP. GROSS ACCUMULATED
RATE PLANT DEPRECIATION
0.00% 567 s .
0.00% 2,030 .
0.00% 20,414 -
0.00% 50
0.00% 50 -
000% 539
0.00% 2,755
2.40% 19,992
1.94% 14,500
000% -
1.92% 156
2.89% 49B
0.00% -
0.00%
3.08%
4.24%
424°/,
4.42%
424%
4.00%
1.62%
1.97%
1.97%
1.97%
2.34%
2.45%
2.42%
2.42%
1.97%
0.00%
0.00%
3.28%
20.00%
25.00%
25.00%
4.00%
3.42%
0.00%
4.64%
5.03%
4.93%

s

$

2,461
659

1,993,114

241,749
B79

42,994
505

142,420

272,942
87,950

854,097

180,979

24,189

11,451
9,435

17,166

3,413
8,161

$

(236291 )

(102,255)
(bbl

(10,455)
(104)

(28,054)

(822)
(134)

(563,077)

(76,797)

(2,029)
(6,583)

(13,302)

(55,162)
(21,151)

(1,366)

(1,044)
(1,162)

(4,183)
(7,906l

(70)
we)

PLANT
ADJUSTMENT

$

$

(D) (E) (F)
RUCO ADJUSTED PRIOR TEST YEAR

ACC. DEP GROSS
ADJUSTMENT PLANT

s 567
2.030

20_414
50
50

539
2.755

19,992
14,608

$ s

$

2,461
659

1 99,114

884,097

241.749
879

42,994
505

142,420

272,942
87,950

180,979

24,189

11,451
9.435

17,166

3,418
8,161

156
498

Tubae Water District
Schedule RLM»3

Page 1 of 7

ACCUMULATED
DEPRECIATION
$

5

(G)

(236,291 )

(102,255)
(58)

(10,465)
(104)

(28,084)

(822)
(134>

(569,077)

(55,162)
(21,151)

(2,029)
(6,583)

(13,302)

(76,797)

(1,044)
(1,162)

(1,366)

(4,183)
(7,906)

(70)
(78)

43
44

Company As Filed
Difference

s
$

1,993,114 s
s

(569,077) $
$

$
s

$
$

1,993,114 s
$

(569,077)

References:
columns (A) (B) (C): Company Schedule B~2
Columns (D) (E)i see Testimony, RLM
Column (F): Column (B) + Column (D)
Column (G): Column (C) + Column (E)

ll l l  a l



Arizona-Amercian water Company
Docket Nos. SW 8< W-01303A-08-0227
Test Year Ended December 31, 2007

LINE
no.
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
2B
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCT
NO.

301000
302000
303200
303300
303400
303500
303800
304100
304200
304300
304400
304500
304B00
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
348100
346300

SUBJOTAL

ACCOUNT NAME
Organization
Franchises
Land & Land Rights SS
Land 8. Land Rights P
Land & Land Rights \A/T
Land & Land Rights TD
Land a. Land Rights AG
Stluct & Imp SS
Strict & imp P
Strict & Imp WT
Stnuct & Imp TD
Struck & imp Offices
Struct a Imp Misc
Collect a Impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mains min to Bin
TD Mains thin to 16in
Services
Meters
Meter Installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture 8. Equip
Comp & Perish Equip
Trans Equip Lt Duty Trks
Trans Equip Hw Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

PLANT
ADDIS/ADJMTS
$ _

s

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31 I 2002
(A) (B)

126,797

75.438

28,825

19,290
270
644

2,330

s

PLANT
RETIREMENTS
$

$

(C)
RUCO

CALCLJLATED
ANNUAL DEP.
$

(124)
(32)

(54,875)

(10,301 )
(39)

(1,823l
(201

(2,307)
(62)

(17,417)

(376)
(1,887)
(4,291)

(6,816)
(2,129)

r1>
(478)

(5,574)

(137)
(279)

(480)
(283)

(3)
(14)

s

s

TOTAL PLANT
VALUE

567
2,030

20,414
50
50

539
2,755

19,992
14,608

2,461
659

2,119,911

(D)

270,574
879

42,994
505

142,420
75,438

884,097

292,232
85,220

644
26,519

180,979

11,451
9,435

17,166

3,41a
8.161

156
498

$

ACCUMULATED
DEPRECIATION
$

(E)

(946l
(156)

(623,952)

(112,556)
(127)

(12,289)
(124)

(30,391 )
(62)

(253,708)

(2,405)
(8,470)

(17,593)

(61,975)
(23,280)

(1 )
(1,844)

(82,371)

(1,181)
(1,441)

(4,663)
(8,189)

(73l
(92)

Tubae Water District
Schedule RLM-3

Page 2 of 7

$

$

NET PLANT
VALUE

1,515
493

1,495,959

(F)

158,018
752

30,705
381

112,029
75,376

630,389

230,254
64,940

643
24,675

98,6DB

567
2,030

20,414
50
50

539
2,755

15,329
6,419

9,046
965
(427l

2,237
e,7zo

83
406

126,797 (55,005)
131

2,119,911 1624,-4901
538

43
44

Company As Filed
Difference $ s S $ $ $

1,495,421
538

References:
Columns (A)
Column (C):
Column (D):
Column (E):
Column (F):

(B): Company Schedule B-2
Workpapers "Rico Revised SCW Acc DEP", Sheet "2002-2007"
Schedule RLM-3, Page 1, Column (F) + Column (A) + Column (B)
Schedule RLM-3, Page 1, Column (G) + Column (B) + column (C)
Column (D) _ Column (E)



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08~0227
Test Year Ended December 31, 2007

L1NE

no.
1
2
3
4
5
S
7
e
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

A C C T

NO
301000
302000
303200
303300
303400
303500
303600
304100
304200
204300
304400
304600
304B00
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

S UB J Q TAL

ACCOUNT NAME
Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Land & Land Rights WT
Land 8. Land Rights TD
Land & Land Rights AG
Struct & Imp as
Struct & Imp P
Struck a Imp WT
Strict & Imp TD
Strict & Imp Offices
Strict & Imp Misc
Collect a lmpoundirig
Wells a Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs 8. Standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mains min to Bin
TD Mains ODin to 16in
Services
Meters
Meter Installations
Hydrants
Other P/E intangible
Other P/E To
Office Furniture & Equip
Comp 8. Periph Equip
Trans Equip Lt Duty Tris
Trans Equip HW Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Owner

PLANT
ADDIS/ADJMTS
g _

$

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31 , 2003

(A) (B)

6,262

2,510

1.393

1,467

B92

s

PLANT
RETIREMENTS
s

$

(C)
R i c o

CALCULATED
ANNUAL DEP.

$

(124)
(32)

(57,334)

(11,472)
(37)

(1,823)
(20)

(2,307)
(1,508)

(17,417)
(4)

(376)
(1,887)
(4,291)

(7,162)
(2,135)

(45l
(522)

(5,574)

(137)
(279)

(480)
(283)

(3)
(14)

$

$

TOTAL PLANT
VALUE

567
2.030

20,414
50
50

539
2,755

19,992
14,608

2,461
639

2,126,1 vo

(D)

294,742
88,220
2,111

26,519

270,574
879

42,994
505

142,420
76,831

884,097
892

180,979

11,451
9.435

17,166

3,418
8,161

156
498

ACCUMULATED
DEPRECIATION
$ _

$

(E)

(1.070)
(199)

(581,885)

(124,028)
(164)

(14,112)
(144)

(32,698)
(1,570)

(271,124)
(4)

(2,781)
(10,357)
(21,884)

(69,141)
(25,415)

(46)
(2,367)

(87,945)

(1,318)
(1,720)

(5,143)
(8,472)

( vs
(106)

Tubac Water District
Schedule RLM-3

Page 3 of 7

$

$

NET PLANT
VALUE

567
2,030

20,414
50
50

539
2,755

14,849
e, 1 ah

1,391
460

1,444,288

(F)

225,601
82,805
2,065

24,152

146,546
715

28,882
361

109,722
75,261

612,973
B88

93,034

8,670
(922)

(4,718)

2,100
6,441

79
392

6.262 l57,937) 2,126,17343
44

Company As Filed
Difference s s s 'Ju $ 5

(682,427)
542 $

1,443,746
542

References;
Columns (A) (B): Company Schedule B-2
Column (C): Workpapers "RUCO Revised SCW ACC DEP", Sheet "ZDDZ-2007"
Column (D): Schedule RLM-3, Page 2, Column (D) + Column (A) + Column (B)
Column (E): Schedule RLM-3, Page 2, Column (E) + Column (B) + Column (C)
Column (F): Column (D) . Column (E)



Arizona-Amercian Water Company
Docket Nos SW & W~01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule RLM-3

Page 4 of 7

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31 | 2004
(A) (B) ID) (E) (F)

PLANT
ADDTIS/ADJMTS
s

PLANT
RETIREMENTS
s

(C)
RUCO

CALCULATED
ANNUAL DEP.
$ S

ACCUMULATED
DEPRECIATION
s s

5,300 (485)
(283)

TOTAL PLANT
VALUE

567
2.030

20,414
50
50

539
2,755

25,292
14,608

(5,628)
(8,755)

NET PLANT
VALUE

567
2.030

20,414
50
50

539
2,755

19,664
5,853

(3)
(14)

155
498

(80)
(120l

76
378

(5,574) 180,979 (93,519) 87,480

(2,048)

53,390

211,428

(11,461 )
(37)

(1,823)
(109)

(2,307)
(4,156)

(17,417)
(1,1911

268,526
879

42,994
53,895

142,420
288,259
884,097
216,170

(133,442)
(202)

(15,935)
(254)

(35,006)
(5,726)

(288,541 )
(1,195)

135,084
677

27,059
53,641

107,414
282,533
595,556
214,975215,278

29,108
5,903
4,601

41 ,492
(76)

(7,481 I
(2,225)

(115)
(840)

323,850
94,123
6,636

68,011

(76,621 )
(27,640)

(85)
(3,207)

247,229
66,483

6,551
64,804

(376)
(1,887)
(4,291 )

11,451
9,435

17,166

(3,157)
(12,244)
(26,176)

8,294
(2,809)
(9,010)

ACCOUNT NAME
Organization
Franchises
Land 8. Land Rights SS
Land a. Land Rights P
Land 8. Land Rights WT
Land 8. Land Rights TD
Land a. Land Rights AG
Struct a. Imp SS
Struck & Imp P
Struck & Imp V\/T
Struct 8. Imp TD
Struck B- Imp Offices
Struck s Imp Misc
Colieet & Impounding
Wells a Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non~Media
Dist Reservoirs 8 Standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mains pinto Bin
TD Mains 10intL> 16in
Services
Meters
Meter installations
Hydrants
Other P/E Intarigibie
Other P/E TD
Office Furniture a. Equip
Comp & Periph Equip
Trans Equip Lt Duty Tris
Trans Equip Hw Duty Tris
Stores Equipment
Tools,Shcp,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

(137)
(279)

3,418
8,161

(1,455)
(1,999)

1,963
6,162

LINE
NO
1
2
3
4
5
8
7
8
g
ID
11
12
13
14
15
15
17
LB
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCT
no.

301000
302000
303200
303300
303400
303500
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SUB-TKDTAL $ 566,500 s (2124) s

(124)
(2»2>

(62,650) S

2,461
659

2,690,543 $

(1,193)
(231)

(742,411) $

1,268
428

1 ,948,1 as

566,500 (2,124) 2,690,54943
44

Company As Filed
Difference $ $ $

(61,040)
(1,610) $ $

(743,467)
1,056 s

1,947,082
1,ose

References:
Columns (A) (B): Company Schedule B-2
Column (C)I Workpapers "RUCO Revised sow ACC DEP", Sheet "2002-2007"
Column (D): Schedule RLM-3, Page 3, Column (D) + Column (A) + Column (B)
Column (E): Schedule RLM-3, Page 3, Column (E) + Column (B) + Column (C)
Column (F): column (D) - Column (E)



Arizona-Amercian Waler Company
Docket NOS SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule RLM~3

Page 5 of 7

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31 I 2005
(A) (B) (0) (E) (F)

LINE
no.

(C)
R i c o

CALCULATED
ANNUAL DEP.
$

PLANT
ADDT'S/ADJMTS
s

PLANT
RETIREMENTS
s s

ACCUMULATED
DEPRECIATION
s $

(607)
(283)

TOTAL PLANT
VALUE

567
2.030

20,414
50
50

539
2.755

25,292
14,608

(6,235)
(9,038)

NET PLANT
VALUE

567
2,030

2D,414
50
50

539
2,755

19,057
5,570

(3)
(141

156
49a

(84)
(134)

72
364

(5,574) 180,979 (99,094) 81,885

13,360 (6,500)

8,899
623

8,610
6,497

t19,432l

(11,545)
(37)

(1 ,B23)
(2,156)
(2,378)
(5,686)

(17,322)
(4,324)

275,386
879

42,994
53,895

151,319
288,882
873,275
222,667

(138,487)
(239)

(17,758)
(2,409)

(37,384)
(11 ,412>

(2B6,432)
(5,519)

136,899
640

25,236
51,486

113,935
277,470
586,843
217,148

9,953
(170)

(8,015)
(2,277)

(198)
(1 _342)

333,803
93,953
11,903
70,723

249,167
64,207
11,620
66,174

5,257
2,712

(84,636l
(29,746l

(283)
(4,549)

1,709 (4,513) (322)
(1,887)
(4,291)

s,s47
9,435

17,166

1,034
(14, 131 )
(30,467)

9,681
(4,696)

(13,301)

ACCOUNT NAME
Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Land & Land Rights WT
Land a. Land Rights TD
Land & Land Rights AG
Strict & Imp SS
Struck a Imp P
Struck & Imp WT
Struct 8. Imp TD
Strict a Imp Offices
Struct & Imp Misc
Collect a. Impounding
Wells 8 Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs 8. Standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mains min to Bin
TD Mains 10in to 16in
Services
Meters
Meter Installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture & Equip
Comp & Periph Equip
Trans Equip Lt Duty Trks
Trans Equip Hvy Duty Trks
Stores Equipment
Tools,shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip noh»TeIephone
Comm Equip Other

(137)
(279)

3,418
s,1e1

(1,592)
(2,278)

1,826
5,883

1
2
3
4
5
6
7
B
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCT
n o .

301000
302000
303200
303300
303400
303500
303500
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SUBJOTAL $ 57,630 s $

(124)
(32)

(70,658) $

2,461
659

2,717,564 $

(1,:s17)
(264)

(782,454) $

1,144
395

1,935,110

57,630

(30,615)

(30,615) 2,717,56443
44

Company As Filed
Difference $ s $

(40,016)
(30,642) s s

983483)
1029 $

1,934,081
1,o29

References:
Columns (A
Column (C)
Column (D):
Column (E):
Column IF);

) (B): Company Schedule B~2
Wcnxpapers "RUCO Revised SCW ACC DEP", Sheet "20D2-2007"
Schedule RLM-3, Page 4, Column (D) + Column (A) + Column (B)
Schedule RLM-3, Page 4, Column (E) + Column (B) + Column (C)
Column (D) - Column (E)



Arizona-Amercian Water Company
Docket Nos. SW & W,01303A-08-g_27
Tag( Year Ended December 31, 2007

Tubae Water District
Schedule RLM-3

Page 6 of 7

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 311 2006
(A) (B) (D) (E) (F)(C)

RUCO
CALCULATED
ANNUAL DEP.
S

ACCUMULATED
DEPRECIATION
3 .

NET PLANT
VALUE

PLANT
ADDT'S/ADJMTS
$ _

PLANT
RETIREMENTS
s $ $

(117) 117

(607)
(283)

TOTAL PLANT
VALUE

567
2.030

20,414
50
50

422
2,755

25,292
14,608

(6,842)
(9,321)

5 6 7
2 ,0 3 0

2 0 ,4 1 4
5 0
5 0

5 3 9
2 ,7 5 5

1 8 ,4 5 0
5 ,2 8 7

cs)
(14)

156
498

(87)
(148)

GO
350

(5,574) 180,979 (104,668) 76,311

3,575 (4,436)

345,437
1,951

(116)

(11,687)
(37)

(6,102)
(2,185)
(2,451)
(6,308)

(17,227)
(4,524)

274,525
879

388,431
55,856

151,203
396,064
B74,964
390,348

(145,738l
(276)

(23,859)
(4,595)

(39719>
(17,720)

(303,659)
(1D,043l

128,787
603

364,572
51,261

111,484
378,344
571,305
380,305

107,182
1,659

167,681

32,413
799

s,657
204

(76)
(704)

(8,272)
(2,274)

(357)
(1,393)

366,216
94,076
16,856
70,927

(92,909)
(31,944)

64
(5,942)

273,307
62,132
16,920
64,985

(2,381)
(673l

(280)
(1,881)
(4,291)

6.266
8.762

17,166

3,135
(15,339)
(34,759)

9,401
(6,577)

(17,593)

ACCOUNT NAME
Organization
Franchises
Land 8. Land Rights SS
Land & Land Rights P
Land 8. Land Rights WT
Land & Land Rights TD
Land a Land Rights AG
Strict 8. Imp SS
Struck 8. Imp P
Struct 8 Imp V\/T
Struck a Imp TD
Struck a Imp Offices
Struct a Imp Misc
Coliect a Impounding
Wells a Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip other
WT Equip Non-Media
Dist Reservoirs 8. Standpipe
TD Mains Not Ctassified By Size
TD Mains min 8. Less
TD Mains min to bin
TD Mains 10in to 16in
Services
Meters
Meter Installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture 8. Equip
Comp 8. Perish Equip
Trans Equip Lt Duty Trks
Trans Equip Hvy Duty Tr1<s
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non~Telephone
Comm Equip Other

(3,418)
(377)

(131)
(279) 7.784

1,695
(2,180)

1.695
5,604

LINE
NO

1
2
3
4
5
6
7
B
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCT
NO

301000
302000
303200
303300
303400
303500
303800
304100
304200
304300
304400
304500
304500
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SUBJOTAL $ 665,998 s s

(124)
(32)

(75818) s

2.461
659

3,371 ,264 s

(1,441l
(296l

(846,474) s

1,020
363

2,524,790

665,998

(12,298)

(12,298) 337126443
44

Company As Filed
Difference 8 s s

(84,705)
(11 ,s13) $ s

(848,188)
1,714 $

2,523.07B
1 ,714

References:
Columns (A)
Column (C):
Column (D):
Column (E):
Column (Fly

(Bl: Company Schedule B-2
Workpapers "RUCO Revised SCW ACC DEP", Sheet "2002-2007"
Schedule RLM-3, Page 5, Column (D) + Column (A) + Column (B)
Schedule RLM-3, Page 5, Column (E) + Column (B) + Column (C)
Column (D) .. Column (E)



Arizona-Amercian Waler Company
Docket NOS. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Waler District
Schedule RLM-3

Page 7 of 7

TEST YEAR PLANT SCHEDULES . CONT'D
YEAR ENDED DECEMBER 31I2007

(A) (B) (D) <E) (F)

NET PLANT
VALUE

PLANT
ADDIS/ADJMTS
s

PLANT
RETIREMENTS
s

(C)
RUCO

CALCULATED
ANN UAL DE p.
$ s

ACCUMULATED
DEPRECIATION
s $

117

(607)
(283)

TOTAL PLANT
VALUE

567
2,030

20_414
50
50

422
2.755

25,292
14,608

(7,443)
(9,604)

567
2,030

20,414
50
50

539
2.755

17.843
5,004

(3)
(14)

156
498

(91)
(162l

65
336

57,972
4,832
6,585

(5,678) (110,345)

15,392
7

(94,942)
r e )
35

(491)

(11,644)
(63)

(16,498)
(2,235l
(2,449)
(7,728l

(17,236l
(7,695)

238,951
4,a32

281,110
879

403,823
55,863

151,203
301,122
874,456
390,384

(157,382)
(339)

(40,357)
(6,829)

(42,169)
(25,449)

(320,404)
(17,738)

128,606
4,a32

123,728
540

363,466
49,034

109,034
275,673
554,052
372,646

36,B35
7,649
3,472
7.440

(1,433)
(2,672)

(9,144)
(2,417)

(489)
(1,513)

401,618
99.053
20,328
78,367

(100,620l
(31 ,6B9)

(425l
(7,455)

300,998
67,364
19,903
70,912

(813)
(7,426)

(206)
(1,891)
(4,291)

5,453
1,336

17,166

3,742
(9,604)

(39,050)

91195
(8,268)

(21 ,8841

6,656 (276) 14,442
1,695
(2,456)

1,695
11,986

ACCOUNT NAME
Organization
Franchises
Land & Land Rights SS
Land a. Land Rights P
Land a. Land Rights WT
Land a Land Rights TD
Land 8 Land Rights AG
Struct a Imp SS
Struck a imp P
Struck a Imp WT
Struck a Imp TD
Sec! & Imp Offices
Struct & imp Misc
Collect & Impounding
Wells 8 Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non~Media
Dist Reservoirs & Standpipe
TD Mains Not Classified By Size
TD Mains min e. Less
TD Mains Sin to Bin
TD Mains 10in to 16in
Services
Meters
Meter installations
Hydrants
Other P/E intangible
Other P/E TD
office Furniture & Equip
Camp & Periph Equip
Trans Equip Lt Duty Tris
Trans Equip Hw Duty Tris
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

(529)

L I NE

NO
1
2
3
4
5
6
7
B
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
3B
39
40
41
42

ACCT
n o .

301000
302000
303200
303300
303400
303500
303600
304100
304200
304300
304400
304500
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SUBJOTAL $ 51,919 $ (13364) E

(123)
(32)

(92,317) $

1,932
559

3,409,B19 s

(1,035)
(329)

(925,427) $

897
330

2,484,392

51,915 (13,364) 3,409,81943
44

Company As Filed
Difference $ s s

(78,788)
(13529) $ $

(926,977)
1,550 $

2,482,842
1,550

$ 3,409,819 $ (925,427)
(1,550)

(14,011 )
1,624

11,942
1,623

s 3,423,384
3,423,384

$ (939,364l
(939,354)

RUCO TY As Calculated
RUCO Adjustments

Co TY Acqustments To Book
Co. Variance To GL
Co. Variance To GL

Total
Co. As Filed

Difference S $

s s 1.550Adj. #1 » Difference In Computing Acc Dap.
Adj. #3
Adj. #4

Total Ruco Adjustments s s 1 ,55o

s 3,423,384 $

s $

RUCO As Adjusted
RUCO Adjustments

Co. As Filed
Cc. Adjustments

Cc Computed s

3,423,384
13,565

3,409,819 s

(937,814)
1.560

(339,364)
(12,387)

(326,977)

References;
Columns (A)
Column (Cy
Column (D);
Column ( E);
Column (F)1

(B): Company Schedule B-2
Workpapers "RUCO Revised SCW ACC DEP", Sheet "ZDDZ-2007"
Schedule RLM-3, Page 6, Column (D) + Column (A) + Column (B)
Schedule RLM-3, Page 6, Column (E) + Column (B) + Column (C)
Column (D) - Column (E)



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule RLM-5

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

$ 1,445
1,445

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 2 - Line 1

1
2
3

Materials And Supplies As Per Company
Materials And Supplies As Per RUCO
Adjustment $

$ 1,598
1,598

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

4
5
6

Prepayment As Per Company
Prepayment As Per RUCO
Adjustment $

$ Company Schedule B-5, PG. 1
RUCO Schedule RLM-5, Page 2

Line 8 .. Line 7

7
8
9

Cash Working Capital As Per Company
Cash Working Capital As Per RUCO
Adjustment s

40,665
16,210
(24,455)

10 TOTAL ADJUSTMENT (See RLM-2, Column (G)) $ (24,455) Sum Lines 3, 6 8< 9



Arizona-Amercian Water Company
Docket Nos. SW & w-01 303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule RLM-5

Page 2 of 2
EXPLANATION OF RATE BASE ADJUSTMENT no. 6 . CONT'D

LEAD/LAG DAY SUMMARY

(B) (D) (E)

LINE
NO. DESCRIPTION

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

(C)
RUCO

EXPENSES
ASADJUSTED

(LEAD)/LAG
DAYS

DOLLAR
DAYS

$ 131,623 $ $ 131,623 12.00 $ 1,579,471

(1 ,049)

25,631
2,190

86,131
24,921
28,546
2,038
5,049

11,644

32.42
18.06
10.40
(14.08)
45.00
(68.27)
19.76
(1050)

830,990
39,546

895,759
(350,939)

1,284,592
(139,133)

99,757
(122,262)

1
2
3
4
5
6
7
8
9

10
11
12

25,631
2,190

87,180
24,921
2B,546
5,049

11,644
4,146

81,679
77,593

(3,011)
(6,595)
7,498

(81 ,679)
(3, 121 ) 74,472 30.00 2,234,156

13
14
15

Appropriate Operating Expenses:
Labor
Purchased Water
Fuel 8= Power
Chemicals
Management Fees
Group insurance
Pensions
Insurance Other Than Group
Customer Accounting
Rents
Depreciation 8 Amortization
Other Operating Expenses

Taxes:
Taxes Other Than Income
Property Taxes
income Tax

11 ,078
26,350
52,871

3,842
(84,725)

11,078
30,192
(31 ,854)

15,07
212.50
28.75

166,996
6,415,749
(915,795)

16 Interest Expense 43,281 43,281 106.52

17 Total Appropriate Operating Expenses $ 570,501 $ (125,559) $ 444,943 $ 12,018,887

18 Expense Lag Line 17, Col. (E) /(C) 27.01

19 Revenue Lag Company Response To RUCO DR 8 40.31

20 Net Lag Line 19 - Line 18 13.30

21 RUCO Adjusted Expenses Col. (cl, Line 17 $ 444,943

22 Cash Working Capital Line 20 X Line 21 / 365 Days 16,210

23 Company As Filed Co, Schedule B-6, Page 1 40,665

24 Difference Line 22 - Line 23 $

$25 ADJUSTMENT (See RLM-5, Page 1, L 9) Line 24

(24,455)

(24,455)

References:
Co\umn (A): - Company Schedule B-6
Column (B): RUCO Operating income Adjustments (See Schedule RLM-7)
Column (C): Column (A) + (B)
Column (D): .. Company Schedule B-6
Column (E): Column (C) X Column (D)



Arizona-Amercian Water Company
Docket Nos. SW & w-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule RLM-6

Page 1 of 1

OPERATING INCOME

LINE
no.

(A)
COMPANY

AS
FILED

(6)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROP'D

CHANGES

(E)
RUCO

AS
RECOMM'D

$ 423,061 $ $ 423,061 $ 210.004 $ 633,0651
2
3
4

DESCRIPTION
Revenues:

Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues
TOTAL OPERATING REVENUE $

3,839
426,900 $ $

3,839
426,900 $ 210,004 $

3,839
636,904

$
$

131,623 $ $ 131,623 $ $ 131,623

25,631
2,190

25,631
2,190

27
(1,049)

'558

(1 ,668)

(301)
3,842

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Man gerent Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes .. Property Taxes
General Taxes - Other
Income Tax
Rounding

25,631
2,190

(27)
87,180
24,921
2B,545

1,480
5,049

11,644
4,146
8,811

49,935
17,394
81,679
26,350
11,078

(52,178) 20,324

86,131
24,921
28,546

2,038
5,049

11,644
4,146
8,811

48,267
17,394
81,378
30,192
11,078
(31 ,854) 49,397

86,131
24,921
28,546

2,038
5,049

11,644
4,146
8,811

48,267
17,394
81,378
30,192
11,078
17,544

25 TOTAL OPERATING EXPENSES $ 465,453 $ 21,733 $ 487,185 $ 49,397 $ 536,583

26 OPERATING INCOME (LOSS) $ (38,553) $ (21,733) $ (60,285) $ 160,607 $ 100,321

References:
Column (A): Company Schedule C-1
Column (B): RLM-7, Columns (B)Thru (H)
Column (C): Column (A) + Column (B)
Column (D): RLM-1, Pages 1 81 2
Column (E): Column (C) + Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31 2007s

Tubae Water District
Schedule RLM-8

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1

PROPERTY TAX COMPUTATION

LINE

n o . DESCRIPTION REFERENCE (A) (8)

Calculation Of The Company's Full Cash Value:

$1
2
3
4
5

Annual Operating Revenues:
Year 2005

Year 2006
RUCO Proposed Revenue

Total Three Year Operating Revenues
Average Annual Operating Revenues

Co. Sch. E-2
Co. Sch. E-2

RUCO Sch. RLM-6
Sum Of Lines 1,2 & 3

Line 4 / 3
$

435,053
405,985
636,904

1 ,477,942
492,647

6 Two Times Three Year Average Operating Revenues Line EX 2 $ 985,295

ADD;
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

Co Sch. E-1, Page 2
Line 7 X 10%

$ 479,5967
8 $ 47,960

Company Workpapers
Company Workpapers

Line 9 + Line 10

$9
10
11

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dap. Of Transportation Equipment

Book Value Of Transportation Equipment $

12 Company's Full Cash Value ("FCV") Sum Of Lines 6, 8 & 11 $ 1 ,033,254

Calculation Of The Company's Tax Liability:

13
14

MULTIPLYz
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 $

23.0%
237,648

15
16

17

Property Tax Rates:

Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability

Company Workpapers
Company Workpapers

Line 15 + Line 16

12.70%
0.o0%

12.70%

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 30,192

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. c-1 26,350

20 Decrease In Property Tax Expense Line 18 - Line 19 $ 3,842

21 RUCO Adjustment (See RLM-6, Column (B)) Line 20 $ 3,842



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule RLM-9

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT NAME

(A)
TOTAL
PLANT

VALUE

(8)
COMPANY

PROPOSED

DEP. RATES

(C)
TEST YEAR

DEPRECIATiON

EXPENSE
$ $567

2,030
20,414

50
50

422
2,755

25,292
14,608

607
283

1 56
498

3
14

238,951
4,832

281, 110
879

403,823
55,863

151 ,203
301,122
874 v456
390,384

7,360
205

11,919
39

17,122
2,235
2,449
5,932

17,227
7,691

401,618
99,053
20,328
78,367

9,840
2,397

492
1,544

5,453
1,336

17,166

179
267

4,292

14,442

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.40%
1.94%
0.00%
1.92%
2.89%
0.00%
0.00%
3.08%
4.24%
4.24%
4.42%
4.24%
4.00%
1.62%
1.97%
1.97%
1.97%
2.34%
2.45%
2.42%
2.42%
1 97%
0.00%
0.00%
3.28%
20.00%
25.00%
25.00%
4.00%
3.42%
0.00%
4.64%
5.03%
4.93%

494

LINE

no .
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCOUNT

no .
301000
302000
303200
303300
303400
303500
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SUB-TOTAL

Organization
Franchises
Land & Land Rights SS
Land 8. Land Rights P
Land & Land Rights V\fT
Land & Land Rights TD
Land 81 Land Rights AG
Strict 8¢ imp SS
Struck & imp P
Struck 8¢ Imp WT
Strict 8¢ Imp TD
Struck 81 Imp Offices
Struct & Imp Misc
Collect 81 impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs 8< Standpipe
TD Mains Not Classified By Size
TD Mains 4ln & Less
TD Mains 6ln lo Bin
TD Mains 10in to lain
Services
Meters
Meier Installations
Hydrants
Other P/E intangible
Other P/E TD
Office Furniture 8. Equip
Comp 8. Perish Equip
Trans Equip Lt Duty Tris
Trans Equip Hvy Duty Tris
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephohe
Comm Equip Other

TEST YEAR DIRECT UPIS AND DEPRECIATION EXPENSE $

1 ,932
659

3,409,819 5

97
32

92,719

43 SUB-TOTAL TEST YEAR CORPORATE UPIS AND DEPRECIATION EXPENSE 12,387 3,026

44 SUB-TOTAL POST TEST YEAR DEPRECIATION EXPENSE ON UPIS

45 TOTAL DEPRECIATION EXPENSE ON UPIS $ 95,746

46 AMORTIZATION OF DEFERRED DEBIT - Y2K COSTS

47 AMORITZATION OF REGULATORY ASSETS

48 AMORTIZATION OF CONTRIBUTIONS

AMORTIZATION OF REGULATORY CIAC49
50
51

Rounding
TOTAL DEPRECIATION EXPENSE $

(14,358)

81,378

52
53

Company As Filed
Difference $

81,679
(301)

54
References:

RUCO Adjustment (See RLM-7, Column (C)) 35 (301)

Column (A): RLM-3, Page 7, Column (D)
Column (B); RLM-3, Page 1, Column (A)
Column (C): Column (A) X Column (B)



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule RLM-10

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 3

RATE CASE EXPENSE

LINE

NO. DESCRIPTION

(A)
COMPANY
ESTIMATE

(B)
RUCO

ADJUSTMENT

(C)
RUCO

AS ADJUSTED

1 Rate Case Expense Total $ 612,000 $ (187,735) $ 424,265

2 Allocation Factor (See NOTE Below) 0.9990% 1.4411%

3 Tubae Water District (Line 1 X Line 2) $ 6,114 $ $ 6,114

4 Amortization Period - 3 Years 3

5 RUCO Adjusted Rate Case Expense For Instant Case (Line 3 / 3 Years) $ 2,038

6 Company Rate Case Expenses As Filed (Company Sch. C-2) $ 1 ,480

7 RUCO Pro Forma Rate Case Expense (Lines 5 - 6) $ 558

8 RUCO Adjustment (Line 7) (See RLM-7, Column (D)) $ 558

NOTE

Company As Filed RUCO As Adjusted

11.7965%
10.4331 %
0.9990%

31.3783%
1 .8822%

113740%
1.4612%

69.3243%

$ 17.0164%
15.0497%
1.441 1%

45.2631%
2.7151 %

16.4069%
2.1078%

100.0000%

$9
10
11
12
13
14
15
16

4-Factor Allocation
Districts included In This Filing

Sun City West Water District
Paradise Valley Water District
Tubac Water District
Agua Fria Water District
Havasu Water District
Mohave Water District
Mohave Wastewater District
Total $

72,195
63,851
6,114

192,035
11 .519
69,609
8,943

424,265 $

72,195
63,851
6,114

192,035
11,519
69,609
8,943

424,265

Districts NOT Included In This Filing
Agua Fria Wastewater District
Distco/Treatco Sewer
Distco/Treatco Water

8.2232%
9.B095%

12.6430%
100.0000%

$17
18
19
20 $

50,326
60,034
77,375

612,000



Arizona-Amercian Water Company
Docket Nos. SW 8< W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule RLM-11

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 5

ANNUAL INCENTIVE PLAN EXPENSE

LINE
no. DESCRIPTION REFERENCE

(A)
RUCO

AS ADJUSTED

1 AZ-AM Annual Incentive Plan ("AlP") Expense Total Co. Response To RUCO DR 3.01 .e $ 482,198

2
3

Allocation Factor
Tubac Water District

Co. Workpapers Per SLH-6
Lines 1 X 2 $

0.7254%
3,498

4 Portion Deemed Shareholder Beneft Only RLM Testimony 30.00%

5 Lines 3 X 4 $

6

RUCO Test-Year Disallowance Of AlP Expense

RUCO Adjustment (See RLM-7, Column (D)) Line 5 $

(1,049)

(1,049)



Arizona-Amercian Water Company
Docket NOS. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule RLM-12

Page 1 of 5

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7
MISCELLANEOUS ADJUSTMENTS

(A) (C) (D)

LINE

NO DESCRIPTION

(B)
RUCO ADJUSTMENTS

ALLOCABLE ALLOC'N DISTRICT
TOTAL 4-FACTOR TOTAL

RUCO

AS ADJUSTED

1 Tubae Water Direct Miscellaneous Account (RLM-12, Pg, Ln 113) $ (17.12) 100.00% 33 (17)

2 0,7254% $ (99)

3

Corporate Office Allocable Miscellaneous Account (RLM-12. Pg 4, Ln 98) $ (13,607.91)

TOTAL $ (115)

NOTE

4
5
6
7
8
9

1 0

4-Factor Allocation
Sun city West Water District
Paradise Valley Water District
Tubac Water District
Agua Fria Water District
Havasu Water District
Mohave Water District
Mohave Wastewater District

8.3198%
7.6863%
0.72'54%

23,0946%
1.3850%
7.828B%
1.0290%

ADDITIONAL ADJUSTMENT FOR TUBAC WATER DISTRICT
The Company incorrectly Calculated "Corporate Office" Expense As A Positive Value Instead OfA Negative Value

Adjustment SLH»16 As Filed By Company
11 Tubae Water Direct Miscellaneous Account (Co. Sch. C-2, Pg 22) $ (100) 100.00% $ (100)

12
13

Corporate Office Allocable Miscellaneous Account (Co. Sch. C-2, Pg 22)
SUB-TOTAL

$ 16,849 D.7254% $ 122

$ 22

Company's Adjustment As Revised By RUCO
14 Tubae Water Direct Miscellaneous Account (Co. Sch. C-2, Pg 22) $ (1,524) 100.00% $ (1 ,524)

15
16

Corporate Office Misc. Account (Recorded As a Negative Amount)
SUB-TOTAL

$ (16,849) 0.7254% $ (122)

17 DIFFERENCE (Column D, Line 16 - Line 13)

$

$

(1 ,646)

(1 ,668)

18 TOTAL (Column D, Sum Of Line 3 + Line 17) $ (1,668)

19 RUCO ADJUSTMENT TO MISCELLANEOUS ADJUSTMENTS (Line 18) (See R_M-7, Column <G)> $ (1,668)

References:
Column (A): RLM-12, Pages 2 Thru 5 Derived From Company's Line 21 Workpapers

Column (B): See NOTE
Column (C): Column (A) X Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31 20071

Tubac Water District
Schedule RLM-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

INCOME TAX EXPENSE

(A) (B)
LINE
no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. RLM-6, Column (c), L26 +L23 $ (92,139)

2
3

4

Operating Income Before Taxes
LESS;

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 20

Like 1 - Line 2 - Line 3 $

(9,436)
43,281

(125,984)

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch. RLM-1, Pg 2, Col. (D). L34
Line 4 X line 5 $

17.79%
(22,418)

STATE INCOME TAxEs=

7 Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Line 1 $ (92,139)

8
9

Note (A) Line 20
Line 7 - Line B $

43,281
(135,420)

10 State Tax Rate Tax Rate 697%

11 State Income Tax Expense Line 9 X Line 10 $ (9,436)

TOTAL INCOME TAX EXPENSE'
12
13
14

Federal income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO

Line 6
Line 11

Line12 + Line 13

$

$

(22,418)
(9,436)

(31 ,854)

15 Total Income Tax Expense Per Company (Per Company Sch. C-1 ) (52,178)

16 Total Income Tax Adjustment Line 14 - Line 15 $ 20,324

17 RUCO Adjustment (See Sch. RLM-7, Column (J)) Line 16 $ 20,324

18
19
20

$ 1,433,161

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. RLM-2, Col. (H), L17)
Weighted Cost Of Debt (Sch. RLM-16 Col. (F), LI )
Interest Expense (L18 X L19) $

3.02%
43,281



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Tubac Water District
Schedule RLm-14

Page 1 of 1

COST OF CAPITAL

(D)

LINE

no. DESCRIPTION
CAPITAL
RATIO COST

5.46% 3.02%

2

1 DEBT

PREFERRED STOCK

55.20%

0.00% 0.00%

(F)
WEIGHTED

COST
RATE

0.00%

3 COMMON EQUITY 44.80% 8.88% 3.98%

4

5

TOTAL CAPITALIZATION

WEIGHTED COST OF CAPITAL

100.00%

(E)

7.00%

References:
Columns (A) Thru (F): Testimony, WAR

l l
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Surrebuttal Testimony of Rodney L. Moore
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Docket No. W-01303A-08-0227
Docket No. SW-01303A-08-0227

1 INTRODUCTION

2

3

Please state your name for the record .

My name is Rodney Lane Moore.

4

5

6

Have you previously filed testimony regarding this docket?

Yes, I have. I filed direct testimony in this docket on January 9, 2009.

7

8

9

10

What is the purpose of your surrebuttal testimony?

My surrebuttal testimony will address the Company's rebuttal comments

pertaining to adjustments I sponsored in my direct testimony.

11

12 SUMMARY OF ADJUSTMENTS

13

14

What areas will you address in your surrebuttal testimony?

My surrebuttal testimony will address the following RUCO proposed

15

16

17

18

19

20

21

22

23

operating income adjustments:

1. Surrebuttal Adjustment No. 1 - ACRM Revenue;

Surrebuttal Adjustment No. 2 - Labor Expense,

Surrebuttal Adjustment No. 3 - Tank Maintenance Expense,

Surrebuttal Adjustment No. 4 - Chemical Expense,

Surrebuttal Adjustment No. 5 - Water Testing Expense,

Revise Direct Adjustment No. 8 - Property Tax,

Revise Direct Adjustment No. 9 - Depreciation Expense,

Revise Direct Adjustment No. 10 - Income Tax,

A.

A.

Q.

A.

A.

Q.

Q.

Q.

2.

3.

4.

8.

5.

6.

7.

1
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Arizona-American Water Company
Docket No. w-01303A-08-0227
Docket No. SW-01303A-08-0227

1

2 10.

Rate Design and Proof of Recommended Revenue, and

Typical Residential Bill Analysis.

3

4 To support the adjustments in my surrebuttal testimony, I am sponsoring

Surrebuttal Schedules numbered SURR RLM-1, SURR RLM-2A, SURR5

6

7

8

RLm-2, SURR RLM-6 through SURR RLM-9, SURR RLM-13, Rate

Design Surrebuttal Schedules SURR RLM-RD1 and SURR RLM-RD2,

which are filed concurrently in my surrebuttal testimony.

9

10 OPERATING INCOME

11 RUCO Surrebuttal Income Adjustment No. 1 (Companv Adjustment LJG-

12 IR) - Annualize Arsenic Cost Removal Mechanism ("ACRM") Revenue

13 NOTE: THIS ADJUSTMENT AFFECTS ONLY HAVASU, PARADISE

14 VALLEY AND SUN CITY WEST WATER.

15

16

17

18

19

Please explain your adjustment to the test-year revenue.

As shown on the appropriate district's Schedule SURR RLM-7, this is a

conforming adjustment, which accepts the Company's recognition of the

additional revenue generated by the Commission's approval of the ACRM

Step 2 increase as a result of Decision No. 70560 effective September 3,

2008.20

21

22

23

A.

Q.

9.

2
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1 RUCO Surrebuttal Income Adjustment No. 2 (Companv Adiustment LJG-

2 4R) - Labor Expense

3 NOTE: THIS ADJUSTMENT AFFECTS ONLY HAVASU, PARADISE

4 VALLEY, TUBAC AND MOHAVE WASTEWATER.

5

6

7

8

9

Please explain your adjustment to the test-year labor expense.

As shown on the appropriate district's Schedule SURR RLM-7, this is a

conforming adjustment to reflect the Company's rebuttal position to

correctly record the impact of the adjusted labor expense level in all

districts involved in the instant case. Previously, my direct testimony labor

10 adjustment did not extend to all districts.

11

12 RUCO Surrebuttal Income Adjustment No. 3 (Company Adjustment LJG-

13 uRl - Tank Maintenance Expense

14 NOTE: THIS ADJUSTMENT AFFECTS ALL WATER DISTRICTS

15

16

17

Please explain your adjustment to the test-year labor expense.

As shown on Schedule SURR RLM-7, this is a conforming adjustment to

reflect the Company's revised cost estimates for each district's tank

18 maintenance expense account.

19

20

21

22

23

A.

Q.

Q.

3
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Surrebuttal Testimony of Rodney L. Moore
Arizona-American Water Company
Docket No. W-01303A-08-0_27
Docket No. sw-01303A-08-0227

I

1 RUCO Surrebuttal Income Adiustment No. 4 (Comparnv Adjustment LJG-

2 OR) - Chemical Expenses

THIS ADJUSTMENT AFFECTS ONLY AGUA FRIA AND3 NOTE:

4 HAVASU.

5

6

7

8

9

Please explain your adjustment to the test-year chemical expenses.

As shown on the appropriate district's Schedule SURR RLM-7, this is a

conforming adjustment to reflect the Company's similar adjustment to

Agua Fria as RUCO had recommended for Paradise Valley. Moreover,

this adjustment recognizes Havasu's amortized arsenic O 8 M costs

10 69162, dated December 5, 2006 and

11

approved in Decision No.

inadvertently omitted by the Company in its original filing.

12

13 RUCO Surrebuttal Income Adjustment No. 5 (Company Adjustment LJG-

14 OR) - Water Testing Expenses

NOTE: THIS ADJUSTMENT AFFECTS ALL DISTRICTS15

16

17

18

Please explain your adjustment to the test-year water testing expenses.

As shown on Schedule SURR RLM-7, this is a conforming adjustment to

reflect the Company's revised cost estimates for each district's water

19 testing expenses.

20

21

22

23

A.

Q.

A.

Q.

4
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1 RUCO Direct Operating Income Adjustment RLM-8 - Propertv Tax

2 Expense

NOTE: THIS ADJUSTMENT AFFECTS ALL DISTRICTS3

4

5

Please explain your adjustment to the test-year property tax expenses.

As shown on Schedule SURR RLM-7, this adjustment reflects changes in

6 RUCO's adjusted and proposed revenues.

7

8 RUCO Direct Operating Income Adjustment RLM-9 - Depreciation

9 Expense

10 NOTE: THIS ADJUSTMENT AFFECTS ALL DISTRICTS

11

12

13

14

Please explain your adjustment to the test-year depreciation expense.

As shown on Schedule SURR RLM-7, this adjustment reflects changes in

RUCO's adjusted gross plant in service and RUCO's acceptance of Staff's

depreciation rates as stated in its direct testimony.

15

16 RUCO Direct Operating Income Adjustment RLM-10 -- Income Tax

17 Expense

NOTE: THIS ADJUSTMENT AFFECTS ALL DISTRICTS18

19

20

Please explain your adjustment to the test-year income tax expenses.

As shown on Schedule SURR RLM-7, this adjustment reflects changes in

21 RUCO's adjusted operating expenses and revenues.

22

23

A.

Q.

A.

Q.

Q.

A.

5
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1 Rate Case ExDense

2 Is RUCO revising its recommended level of rate case expenses for the

3 instant case as stated in its direct testimony?

4 No. RUCO finds no compelling evidence in the Company's rebuttal

5

6

testimony to revise its recommended level of rate case expense as a

financial burden on the ratepayers.

7

8

9

10

Do you agree with the Company's proposal to include the unamortized

portion of the prior rate case expenses for Mohave Water and Mohave

Wastewater districts for recovery in the instant case?

11 No.

12

13 Please discuss the reasons why it is inappropriate to allow utilities to

14 recover prior rate case expenses.

to Such treatment is contrary to the goals of the ratemaking process. The

16

17

18

19

20

21

22

ratemaking process attempts to set rates at a normal recurring level of

expenses. Simultaneous amortization of the expense of two separate rate

cases is not a normal recurring expense. Allowing a utility to reamortize

prior rate case expenses would create a situation that allow the utility to

recover expenses associated with rates that are no longer in effect.

Ratemaking principles have traditionally prohibited such retroactive

Those principles have also required that assets and

23

ratemaking.

expenses included in rates provide a current benefit to ratepayers.

A.

Q.

A.

Q.

Q.

A.

6
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Docket No. SW-01303A-08-0227

1

2

Reamortization of prior years' rate case expense would defy both these

standard rate raking principles.

3

4 Please continue discussing why the r amortization of prior rate case

5

6

7

8

9

10

11

expense is inappropriate.

The amortization period set for rate case recovery in any given docket is

an estimation or approximation of the length of time rates are reasonably

expected to be in effect. Because it is an estimate, the period is not exact

and generally results in under- or over-recovery. Allowing a utility to

recover prior unrecovered rate case expense in a subsequent docket

would be inequitable. Such a practice, if allowed to continue, would

12 consistently reward stockholders at ratepayers' expense.

13

14 In order to create an equitable situation, is it your recommendation that

15 both under- and over-recovered rate case expenses should be charged or

16 refunded to the ratepayer?

17

18

No. Such a practice would result in current ratepayers being charged or

credited with expenditures related to rates that are no longer in effect,

19

20

21

22

23

creating intergenerational inequities and a situation where rates are set

retroactively. Certainly, it has never been this Commission's practice to

examine the level of expense that was authorized in individual expense

categories in prior dockets, compare it to the level of expense actually

incurred, and then allow the utility to retroactively recover or refund the

A.

Q.

Q.

A.

7
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1

2

difference. In this respect, rate case expense is not unique from other

expense categories. Thus, retroactive recovery or refunding of prior rate

3 case expense should not be allowed.

4

5 PARADISE VALLEY FIRE FLOW IMPROVEMENT PROJECTS

6

7

8

9

ID

11

Is RUCO revising its position on Paradise Valley's fire flow projects and

the associated funding mechanism designated as the Paradise Valley

Public Safety Surcharge?

Yes. RUCO witness William A. Rigsby fully explains Rucos revised

recommendations for the Paradise Valley's fire flow improvement projects

and the associated public safety surcharge in his surrebuttal testimony.

12

13 RATE DESIGN AND PROOF OF RECOMMENDED REVENUE

14

15

Have you revised your Schedule presenting your recommended rate

designs?

16 Yes, as shown on Schedule SURR RLM-RD1, the rate design is

17 consistent with RUCO's recommended revenue allocations and

18 requirement as revised in RUCO's surrebuttal testimonies.

19

20

21

For the Paradise Valley district is RUCO still supporting the five-tiered

inverted block structure?

22

23

No. RUCO has adopted a three-tiered rate design. The three-tiered

inverted block design, also proposed by Staff, when compared to the five-

A.

Q.

Q.

A.

Q.

A.

8
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1

2

3

tiered design proposed by the Company would generate a lower monthly

bill to residential customers with a 5/8 X 3/4 inch-meter consuming either

the average of 20,493 gallons or the median usage of 61 ,391 gallons per

4 month. Moreover, the five-tiered design does not provide any meaningful

5 conservation incentives, since customel*s median use would have to

6

7

8

9

decline by over 40,000 gallons a month (or 67 percent) before receiving a

benefit of the lower cost per gallon consumed. Similarly, customer's

average use would have to decline by over 16,000 gallons a month (or 80

percent) before receiving a benefit of the lower cost per gallon consumed.

10

11 of RUCO's

12

Please provide a chart, which displays the impact

recommended rate design.

13

14

15

The chart below displays:

Current rates for both "average" and "median" use residential

customers with a 5/8 X 3/4 inch-meter,

16

17

Proposed rates for RUCO's recommended three-tiered

design, and

18 A comparison of RUCO'S and the Company's recommended

19 rate increases, based on the Company's five-tiered design.

20

21

22

23

A.

Q.

2.

3.

1.

9



Average Residential Customer's monthly bill consumes 20,493 gallons:

Current Rate: $49.21 .

RUCO 3-tier RUCO 5-tier AZ-AM's 5-tierProposed Rates:

$56.63 $70.26$59.97

Median Residential Customer's monthly bill consumes 61 ,391 gallons:

Current Rate: $131 .23.

AZ-AM's 5-tierRUCO 5-tierRUCO 3-tierProposed Rates:

$157.56 $184.61$147.27

r
r

Surrebuttal Testimony of Rodney L. Moore
Arizona-American Water Company
Docket No. W-01303A-08-0227
Docket No. SW-01303A-08-0227

1

2

3

4

5

6

7

8

9

10

11

12 Have you revised your Schedule presenting proof of your recommended

13 revenue?

14 Yes, I have. As shown on Schedule SURR RLM-RD1, my recommended

15

16

rate design will produce the recommended required revenue as revised in

my surrebuttal testimony.

17

18 TYPICAL RES:NENTIAL BILL ANALYSIS

19

20

21

22

Has RUCO revised its Schedule representing the financial impact of

RUCO's recommended rate design on the typical residential customer?

Yes. The impact of RUCO's revised recommended revenues is presented

on the district's Surrebuttal Schedule SURR RLM-RD2.

23

A.

Q.

A.

Q.

10
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1 This typical bill analysis for residential customers shows the financial

2 impact with various levels of usage.

3

4 Does this conclude your surrebuttal testimony?

5 Yes, it does.A.

Q.

11
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Arizona-Amercian Water Company
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Arizona-Amercian Water Company
Docket Nos. SW 8< W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule SURR RLM-1

Page 1 off

SURREBUTTAL REVENUE REQUIREMENT

LINE

NO. DESCRIPTION

(A)
COMPANY

OCRB/FVRB
COST

(8)
RLICO

OCRB/FVRB
COST

1 Original Cost Rate Base $ 96,976,396 s 64,339,595

2 Adjusted Operating Income (Loss) $ 2,601 ,288 $ 2,593,789

3 Current Rate Of Return (L2 /LI ) 2.68% 4.03%

4 Required Operating Income (LE X LI ) $ 8,146,017 $ 4,503,772

5 Required Rate Of Return On Fair Value Rate Base 8.40% 7.00%

6 Operating Income Deficiency (L4 - L2) $ 5,544,729 $ 1 ,909,983

7 Gross Revenue Conversion Factor (RLM-1, Page 2) 1.6578 1 .6286

8 Increase In Gross Revenue Requirement (L7 X LE)

9 Adjusted Test Year Revenue $ 18,818,613 $ 18,818,614

10 Proposed Annual Revenue (LB + LE) $ 28,010,816 s 21,929,279

11 Required Percentage Increase In Revenue (LB /LE) 48.85% 16_53%

12 Rate Of Return On Common Equity 11.75% 8.88%

References:
Column (A): Company Schedules A-1 and C-1
Column (B)1 RUCO Schedule RLM-1 Page 2, RLM-6, And RLM-16



1

I

Arizona-Amercian Water Company
Docket Nos. SW 8= w-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule SURR RLM-1

Page 2 of 2

SURREBUTTAL GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (8) (C) (D)

1.0000
0.3860
0.6140

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - L2)
Revenue Conversion Factor(LI /LE) 1.6286 I

5
6
7

8
9

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X LB)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
34.0000%
31 .6309%
38.5989%

11
1 2
1 3

$ 4,503,772
2,593,789

Required Operating Income (Sch. RLM-1, Pg 1, C (B), LE)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. RLM-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 L12) $ 1,909,983

14
15
1 6

17

Income Taxes On Recommended Revenue (Col. (D), L31) $ 1,609,755
Income Taxes On Test Year Revenue (Col. (D), L32) 409,073
Required Increase In Revenue To Provide For Income Taxes (L14 - L15) $

$

1,200,682

3,110,665Total Required Increase In Revenue (L13 + L16)

RUCO
Recommended
$ 21 ,929,279

15,815,752
1 ,943,056
4,170,471

6.9680%

$

s

290,598

1 8
1 9
20
21
22
2 3
24
2 5
26
27
28

29
30
31

$
$

3,879,873
7,500
6,250
8,50o

91,650
1 ,205,257

CALCULATION OF INCOME TAX
Revenue (Sch. RLM-1, Pg 1, Col. (B), L10)

Operating Expense Excluding Income Tax (RLM-6, Col. (E), L25 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax On 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax On 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax On 3rd Inc. Bracket ($75,001 - $1 D0,000) @ 34%
Fed. Tax On 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax On 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal And State Income Tax (L23 + L30)

$
$

1,319,157
1,609,755

32
33

Test Year Combined Income Tax, RUCO As Adjusted (RLM-6, Col. (C), L23)
RUCO Adjustment (L31 - L32) (See RLM-6, Col. (D), L23)

$
$

409,073
t ,200,682

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 34.00%

35
36
37

$
CALCULATION OF INTEREST SYNCHRONIZATION:
Rate Base (Sch. RLM~2, Col. (H), L15)
Weighted Avg. Cost Of Debt (Sch. RLM-16, Col. (F), LI)
Synchronized Interest (L35 X L36)

l

$

64,339,595
3.02%

1,943,056



Arizona~Amercian Water Company
Docket Nos. SW 8 w-01303A-08-0227
Test Year Ended December 31. 2007

Agua Fria Water District
Schedule SURR RLM-2A

Page 1 of 1

SURREBUTTAL RATE BASE - ORIGINAL COST

$ $
$

ADJ'TED
OCRB/FVRB

210.911.265
2

DESCRIPTION
Gross Utility Plant In Service
CWIP - White Tanks

Accumulated Depreciation
Net Utility Plant In Service (Sum LI gt LE)

COMPANY
AS FILED

OCRB/FVRB
211 _145,154
25.000.000
(20,033,433)
216,111 ,721 s

OCRB/FVRB
ADJUSTMENTS

(233,889)
(25,000,000)

968.689
(24,265,200) $

(19,064,744)
191.846.521

Advances In Aid Of Const (98,233,813) $ $ (98,233,813)

$ $Contribution In Aid Of Const
Accumulated Amortization Of CIAC

NET CIAC (LE + L7)

(29,706,549)
t.435.287

(28,271 ,263) $

(3,432,286)
28.016

(3,404,270) $

(33,138,835)
1.463.303

(31 ,675,532)

Imputed Regulatory Advances $ $ $

10 Imputed Regulatory Contributions $ (796,965) $ (796,965)

Customer Meter Deposits $ (19,040) $ (19,040)

Deferred Income Taxes And Credits 2.839.311 $ 2.839.311

Investment Tax Credits

14 Deferred Debits 3,529,517 $ (3,321,116) $ 208.401

15 Allowance For Working Capital 1,816,928 $ (1 ,646,215) $ 170.713

$
17
18

Utility Plant Acquisition Adjustment
Rounding

TOTAL RATE BASE (Sum L's 4, 5, & 8 Thru 17) 96,976,396

$

$ (32,636,800) as 64.339595

References
Column (A): Company Schedule B-1
Column (B): Schedule RLM-2
Column (C): Column (A) + Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31 , 2007

Agua Fria Water District
Schedule SURR RLM-5

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6

ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT R E F E R E N C E

$ 192,139
192,139

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 2 - Line 1

1
2
3

Materials And Supplies As Per Company
Materials And Supplies As Per RUCO
Adjustment $

4
5
6

$ 214,929
214,929

Company Schedule B-5, PG, 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

Prepayment As Per Company
Prepayment As Per RUCO
Adjustment $

$ Company Schedule B-5, PG. 1
RUCO Schedule RLM-5, Page 2

Line 8 - Line 7

7
8
9

Cash Working Capital As Per Company
Cash Working Capital As Per RUCO
Adjustment $

1,409,860
(236,355)

(1546,215)

10 TOTAL ADJUSTMENT (See RLM-2, Column (G» $ (1 ,64e,215) Sum Lines 3, 6 & 9
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Arizona-Amercian Water Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule SURR RLM-5

Page 2 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 .
LEADILAG DAY SUMMARY

CONT'D

(8) (D) (E)

LINE
no. DESCRIPTION

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

(C)
RUCO

EXPENSES
AS ADJUSTED

(LEAD)/LAG
DAYS

DOLLAR
DAYS

$ $ (71 ,074) $ s

(139,625)

1,369,603
901,467

1,954,815
981 ,930

2,775,604
396,645
240,413
158,153
370,806
63,217

12.00
86.87
32.42
28.47
(3.88)
(4.64)
45.00
45.00
7.46

(10.68)

16,435,242
78,310,438
63,375,102
27,955,547
(10,769,344)
(1,842,218)
10,818,585
7,116,885
2,766,213
(675,271 )

1
2
3
4
5
6
7
8
9
10
11
12

Appropriate Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Management Fees
Group Insurance
Pensions
Insurance Other Than Group
Customer Accounting
Rents
Depreciation & Amortization
Other Operating Expenses

1,440,677
901,467

1,954,815
1,121 ,555
2,775,604

396,645
240,413
158,153
370,806
63,217

4,397,190
1,603,545

(4,397,190)
(389,172) 1,214,372 30.00 36,431,169

13
14
15

Taxes:
Taxes Other Than Income
Property Taxes
Income Tax

128,923
803,071

3,352,198
16,314

(1 ,742v443)

128,923
819,385

1,609,755

15.65
212.50
42.04

2,017,787
174,119,327
67,674,426

16 Interest Expense 1,943,056 1,943,056 106.52 206,974,302

17 Total Appropriate Operating Expenses $ 19,708,280 $ (4,780,135) $ 14,928,145 $ 680,708.190

18 Expense Lag Line 17, CoL (E) /(C) 45.60

19 Revenue Lag Company Response To RUCO DR 8 39.82

20 Net Lag Line 18 - Line 17 (5.78)

21 RUCO Adjusted Expenses Col. (C), Line 16 $ 14,9281145

22 Cash Working Capital Line 19 X Line 20 /365 Days (236,355)

23 Company As Filed Co, Schedule B-6, Page 1 1 ,4-09,860

24 Difference Line 21 - Line 22

25 ADJUSTMENT (See RLM-5, Page 1, L 9) Line 23

$ (1,646,215)

$ (1,646,215)

Referee Column (A): - Company Schedule B-6
Column (B): RUCO Operating Income Adjustments (See Schedule RLM-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-6
Column (E): Column (C) X Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW a W-01303A~08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule suRe RLM-6

Page t of 1

SURREBUTTAL OPERATING INCOME

LINE
no.

(A)
COMPANY

AS
FILED

(6)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROWD

CHANGES

(E)
RUCO

AS
RECOMM'D

$ 17,913,497
905,117

$ s 17,913,497
905,117

s 3.110.665 s 21,024,162
905,117

1
2
3
4

DESCRIPTION
Revenues:

Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues
TOTAL OPERATING REVENUE $ 18,818,614 $ $ 18,818,614 $ 3,110,665 $ 21,929,279

$ $ (71,074) $ 1,369,603
901 ,467

1 ,954,815
981,930

$ $ 1,369,603
901,467

1,954,815
981,930(139,625)

a70

(5,376)
(320,655)
(20,784)
16,314

2,775,604
396,645
240,413

64,012
158,153
370,806

63,217
161,107
782,591
270,674

4,376,406
819,385
128,923

1,609,755

5
6
7
8
9

1 0
1 1
1 2
1 3
14
1 5
1 6
1 7
1 8
1 9
2 0
2 1
2 2
23
24

Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes - Property Taxes
General Taxes - Other
Income Tax
Rounding

1,440,677
901,467

1,954,815
1,121 ,555

(870)
2,775,604

396,645
240,413

64,012
158,153
370,806

63,217
161,107
787,967
591,329

4,397,190
803,071
128,923

(138,756) 547,829

2,775,604
396,645
240,413

64,012
158,153
370,806

63,217
161,107
782,591
270,674

4,376,406
819,385
128,923
409,073 1,200,682

25 TOTAL OPERATING EXPENSES $ 15,217,325 $ 7,500 $ 16,224,825 $ 1 ,200,682 $ 17,425,507

26 OPERATING INCOME (LOSS) $ 2,601 ,289 $ (7,500) $ 2,593,789 $ 1,909,983 $ 4,503,772

References:
Column (A); Company Schedule C-1
Column (B): RLM-7, Columns (B) Thru (H)
Column (C): Column (A) + Column (B)
Column (D): RLM-1, Pages 1 &2
Column (E): Column (C) + Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule SURR RLM-8

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1

PROPERTY TAX COMPUTATION

LINE

no. DESCRIPTION REFERENCE (A) (8)

Calculation Of The Company's Full Cash Value:

$1
2
3
4
5

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Sch. RLM-6, Col (c). Lm 4
Sch. RLM-6, Col (c), Ln 4
Sch. RLM-6, Col (D), Ln 4

Sum Of Lines 1, 2 8- 3
Line 4 / 3

$

18,818,614
18,818,614
21,929,279
59,566,507
19,855,502

6 Two Times Three Year Average Operating Revenues Line 5 X2 $ 39,711,005

7
8

Co. Sch. E-1, Page 2
Line 7 X 10%

$ 1 ,422,630

ADD;
10% Of Construction Work In Progress ("CWlP"):

Test Year CWIP
10% Of CWIP $ 142,263

Company Workpapers
Company Workpapers

Line 9 + Line 10

$9
10
11

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dep. Of Transportation Equipment

Book Value Of Transportation Equipment $

12 Company's Full Cash Value ("FCV") Sum Of Lines 6, 8 & 11 $ 39,853,268

Calculation Of The Company's Tax Liability:

13
14

MULTIPLYz
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 $

23.0%
9,166,252

15
16
17

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability

Company Workpapers
Company Workpapers

Line 15 + Line 16

8.93915%
0.00%

8.93915%

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 819,385

19 Test Year Adjusted Property Tax Expense As Filing Co. Sch. C-1 803,071

20 Decrease In Property Ta( Expense Line 18 - Line 19 $ 16,314

21 RUCO Adjustment (See RLM-6, Column (B)) Line 20 $ 16,314
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Arizona-Amercian Water Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31 , 2007

Agua Fria Water District
Schedule SURR RLM-9

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT

(A)
TOTAL
PLANT

VALUE

(C)
TEST YEAR

DEPRECIATION

EXPENSEACCOUNT NAME
$ 1,229

321,997
1,433,536

(28,462)
624,652

$

9,020,159
4,836,854
1,162,010
3,550,951

173,285

225,504
80,775
19,406

a,023

1 1,874,350
828,646

21,199,873
11,872

1,271 ,551
9,503,375
9,495 15
5,717,924

21,371,153
31,329,479
27,284,414
13,774,400

89,876
11,273,032
4,666,830
1,583,277

1 1,793,410

395,416
36,626
937,034

525
56,203
380,135
158,56a
87,484
326,979
479,341
417,452
275,488

1,798
279,571
117,137
39,740
235,868

92,864
74,575

202,656

3,752
7,467

44,584

8,607

(B)
COMPANY

PROPOSED

DEP. RATES
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.50%
1.67%
1.67%
0.00%
4.63%
0.00%
2.50%
3.33%
4.42%
4.42%
4.42%
4.42%
4.00%
1 .67%
1.53%
1.53%
1.53%
1.53%
2.00%
2.00%
2.48%
2.51 %
2.51 he
2.00%
0.00%
0.00%
4.04%
10.00%
22.00%
15.00%
3.92%
4.02%
3.71 %
5.20%
10.30%
4.93%

346

LINE

no.
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
CB
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43

no.
301000
302000
303200
303300
303400
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
331400
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300
TOTAL

Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Land & Land Rights TD
Land & Land Rights AG
Struct & Imp SS
Struck & imp P
Struck & Imp WT
Strict a. Imp TD
Strict & Imp Offices
Struck & Imp Misc
Collect 8 Impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs e. Standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mains Bin to Bin
TD Mains 10in to 16in
TD Mains 18in And Greater
Fire Mains
Services
Meters
Meter Installations
Hydrants
Other P/E intangible
Other P/E TD
Office Furniture & Equip
Comp & Perish Equip
Trans Equip Lt Duty Tr1<.s
Trans Equip Hvy Duty Tris
Stores Equipment
Tools,Shop,Gaiage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

TEST YEAR DIRECT UPIS AND DEPRECIATION EXPENSE $

30,559
1 ,462,700

390,586
206,427,533 $

1 ,see
150,658
19,256

4,786,726

44

45

SUB-TOTAL TEST YEAR CORPORATE UPIS AND DEPRECIATION EXPENSE

TOTAL DEPRECIATION EXPENSE ON UPIS

186,438

4,973,163

45 POST TEST YEAR DEPRECIATION EXPENSE ON UPIS

46 DEPRECIATION ON AcQulslTlon ADJUSTMENT

47 AMORTIZATION OF REGULATORY ASSETS

48 AMORTIZATION OF CONTRIBUTIONS

55,722

230,973

2,91 a

(689,025)

AMORTIZATION OF REGULATORY CIAC
Rounding

TOTAL DEPRECIATION EXPENSE

49
50
51
52
53

Company As Filed
Difference

s

$

$

(197,344)
(1)

4,376,406
4,397,190

(20,784)

54
References:

RUCO Adjustment (See RLM-7, Column (C)) (20,784)

Column (A): RLM-3, Page 7, Column (D)
Column (B): RLM-3,Page1, Column (A)
Column (C): Column (A) X Column (B)
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Arizona-Amerciarw Water Company
Docket Nos. SW 8. W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule SURR RLM-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

INCOME TAX EXPENSE

(A) (8)
LINE

NO. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Sch. MDC-6, Column (c), L26 + L23 $ 3,002,862

2
3
4

Line 11
Note (A) Line 20

Line 1 - Line 2 - Line 3 $

73,847
1 ,943,056

985,959

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch. MDC-1, Pg 2, Col. (DI L34
Line 4 X line 5 $

34.00%
335,.226

STATE INCOME TAXES'

7 Line 1 $ 3,002,862

8
9

Operating Income Before Taxes
LESS:

Interest Expense
State Taxable income

Note (A) Line 20
Line 7 - Line 8 $

1 ,943,056
1 ,059,806

10 State Tax Rate Ta< Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ 73,847

12
13
14

TOTAL INCOMETAX EXPENSE:
Federal Income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO

Line 6
Line 11

Line12 + Line 13

$

$

335,226
73,847

409,073

15 Total Income Tax Expense Per Company (Per Company Sch. C-1 ) (138,756)

16 Total Income Tax Adjustment Line 14 - Line 15 $ 547,829

17 RUCO Adjustment (See Sch. RLM-7, Column (H)) Line 16 $ 547,829

18
19
20

$

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. RLM-2, Col. (H), L17)
Weighted Cost of Debt (Sch. RLM-16 Col. (F), LI )
Interest Expense (L18 X L19) $

64,339,595
3.02%

1 ,943,056
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule SURR RLM-RD1

Page 1 of 2

SURREBUTTAL RATE DESIGN AND PROOF OF RECOMMENDED REVENUE
PROPOSED REVENUE

(A) (B) (C)
TEST YEAR
ADJUSTED

DETERMIN'TS

(E)
RUCO

PROPOSED
REVENUES

(F)

LINE
NO.

TEST YEAR
DETERMIN'TS

ANN'ZE D
ADJTMTS

(D)
PROPOSED
CHARGES &
USAGE FEES

TOTAL
REVENUES

1 28,342 17 28,358 $ 11.61 $ 3,949,523 $ 3,949,523

2
3
4

DESCRIPTION
RESIDENTIAL CUSTOMERS

C1M1A .. 5/8" & 3/4"
Commodity Usage

First Tier - First 4,000 Gals.
Second Tier Next 9,000 Gals.
Third Tier - Over 13,000 Gals.

1,171,104

1,028,560

317,241

792
673

1 ,171 ,896
1,029,233
317,241

$
$
$

2.2636
2.6794
2.8394

s
$
$

2,652,736
2,757,678

900,787

5 4,711 58 4,769 $ 29.70 $ 1 ,699,572
$
$

6,311 ,201
1 ,e99,57z

6
7

C1M1B . 1"
Commodity Usage

First Tier - First 45,000 Gals.
Second Tier - Over 45,000 Gals.

588_528

75,925

8,192 596,720
75,925

$
$

2.6794
2.8394

$
$

1 ,598,823
215,585

8 151 151 $ 62.08 $ 112,739
$
$

1 ,814,408
112,739

9
10

C1M1C . 1-1/2"
Commodity Usage

First Tier - First 100,000 Gals.
Second Tier - Over 100,000 Gals.

108,479

152,922

108,479
152,922

$
$

2.6794
2.8394

$
$

290,653
434,212

11 187 187 $ 93.11 S 208,547
s
$

724,865
208,547

12
13

C1 M1 D .. 2"
Commodity Usage

First Tier - First 150,000 Gals.
Second Tier - Over 150,000 Gals.

209,433

2B0,576

209,433
280,576

55

$

2.6794
2.8394

s
$

561,145
796,679

14 2 2 $ 182.17 s 4,013
$
$

1,357,824
4,013

15
16

C1M1 E . 3"
Commodity Usage

First Tier _ First 300,000 Gals.
Second Tier - Over 300,000 Gals.

B82

0

882
0

$
S

2.6794
2.8394

$
$

2.362

2,362
17 0 $ 472.25 35

$
$

18
19

C1 MI G . 6"
Commodity Usage

First Tier - First 800,000 Gals.
Second Tier - Over a00,000 Gals.

0

0

0
0

$
$

2,6794
2.8394

$
$

s
20 Total Residential Customers 33,393 75 33,468

21 9.657 3,943,307

22

Total Residential Usage 3,933,650

TOTAL RESIDENTIAL CUSTOMERS REVENUE $ 16,185,054

23 69 69 $ 11.61 $ 9,653 $ 9,653

24
25

COMMERCIAL CUSTOMERS
C2M1A . 5/8" & 3/4"

Commodity Usage
First Tier - First 13,000 Gals.
Second Tier - Over 13,000 Gals.

2,597
2,406

2,597
2,406

$
$

2.6794
2.8394

$
$

6.958
6,832

26 123 1 124 s 29.70 $ 44,014
$
$

13,790
44,014

27
28

C2M1 B . 1"
Commodity Usage

First Tier - First 45,000 Gals.
Second Tier - Over 45,000 GalS

30,583
25,134

264
0

30,848
25,134

$
$

2,6794
2.8394

$
$

82,651
71 ,366

29 183 2 185 s 6208 $ 137,592
$
$

154,018
137,692

30
31

C2M1C _ 1-1/2"
Commodity Usage

First Tier - First 100,000 Gals.
Second Tier - Over 100,000 Gals.

1 10,452
138,710

2,000
267

112,452
138,977

s
$

2.6794
2.B394

s
$

301 .299
394,617

32 311 0 312 $ 93.11 $ 348,194
$
$

695,916
348,194

33
34

C2M1 D - 2"
Commodity Usage

First Tier - First 150,000 Gals.
Second Tier - Over 150,000 Gals.

287,425
428,063

750
208

288,175
428,270

$
$

2.6794
2.8394

$

$

772,124
1,216,047

35 76 76 $ 182.17 $ 165,153
$
s

1,988,171
165,153

36
37

c2M1 E . 3"
Commodity Usage

First Tier - First 300,000 Gals.
Second Tier - Over 300,000 Gals.

70,432
76,160

70,432
76,160

$
$

2.6794
2.8394

$
s

188,713
216,250

$ 404,964
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Agua Fria Water District
Docket Nos. SW a W-01303A-08-0_27
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule SURR RLM-RD1

Page 2 of 2

(F)

LINE
no. DESCRIPTION

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE

ADJUSTED TEST-YEAR REVENUE

(A) (B) (C)
TEST YEAR

ADJUSTED

DETERMiN'TS

TEST YEAR

DETERMIN'TS
ANN'ZEI3
ADJTM'TS

(D)
PROPOSED
CHARGES a
USAGE FEES

(E)
RUCO

PROPOSED
REVENUES

TOTAL
REVENUES

38 1 1 s 245.03 $ 2.246 s 2.246

39
40

C2M1 F - 4"
Commodity Usage

First Tier - First 400,000 Gals
Second Tier - Over 400,000 Gals.

2,2a4
4,581

2,284
4,581

s
$

2.6794
2.8394

$
$

6,121
13,007

41 3 3 $ 472.25 $ 16,434
$
$

19,127
16,434

42
43

C2M1 G -
Commodity Usage

First Tier - First 800,000 Gals.
Second Tier - Over 800,000 Gals.

17,669
41767

17,669
41 ,767

5
s

2.6794
2.8394

$
$

47,341
118,595

165,936
44 1 1 $ $

$
$

45
46

C2M3 - Arizona Water Contract
Commodity Usage

First Tier - First 8,000 Gals.
Second Tier - Over 8,000 Gals,

17
1984

17
1,984

$
$

2,2636
2.6794

$
$

38
5,316

s 5,354
47
48

Total Commercial Customers
Total Commercial Usage

766
1 ,240,2B4

3
3,490

769
1 ,243,754

49 TOTAL COMMERCIAL CUSTOMERS REVENUE $ 4.170.663

50
51

1
14,430

1
14,430

$
$

212.96
2.6794

$
$

3,534.23
38,663.06

52

OPA
C4M2 - Agua Fria OPA - Prison

All Commodity Usage

TOTAL OPA CUSTOMER REVENUE $ 42,197

53
54

4
123,440

4
123,440

$
$ 0.7737

$
$ 95.50934

55

SALE FOR RESALE
C5M1 - Agua Fria OWU PI Surprise

All Commodity Usage

TOTAL SALE FOR RESALE CUSTOMER REVENUE $ $ 95,509

5 6
5 7
58
5 9
6 0
61
6 2

PRIVATE FIRE PROTECTION CUSTOMERS
B6MO4 - 4"
ceM04 - 4"
C6MO6 - 6"
C6MO8 - 8"
C6M12 - 12"
E6M06 6"

Commodity Usage

1
8 2

111
36
1
1

1

8 2

1 1 1

3 6

1

1

$ _

$ 4950
$ 38.38
s 57.54
$ 76.72
$ 230.15
$ 178.28

No Charge

$
$
$
$
$
s

595
37,935
76,474
33,400
2,762
1 ,248

63 TOTAL PRIVATE FIRE PROTECTION CUSTOMERS REVENUE $ 152,414

64

es
66

MISC IRRIGATION SALES
C7M2 - Agua Fria Irrigation - Raw

All Commodity Usage
C8M2 Agua Fria Non-Potable

All Commodity Usage

4
4,464

1
152,821

4
4,464

1
152,821

$
$
$
$

07737

0.9594

$
$
$
$

3,454

146,620

67 TOTAL MISC IRRIGATION CUSTOMERS REVENUE $ 150,074

68
69
70
71
7 2
73
74
7 5

TOTAL RUCO TEST YEAR REVENUE PER BILL COUNT
Unreconciled Difference vs Billed Revenues

REVENUE PER BILL COUNT
Other Revenue
ACRM Revenue

TOTAL REVENUE
ADJUSTED TEST-YEAR REVENUE PER FILING
Difference

s

s

20,795,911
228,251

21,024,162
905,117

s
$
$

21 ,929,279
21 ,929,279

(0)
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Arizona-Amercian Water Company
Docket NOS SW & W-01303A.08-0227
Test Year Ended December 31, 2007

Agua Fria Water District
Schedule SURR RLM-RD2

Page 1 of 1

SURREBUTTAL TYPICAL RESIDENTIAL BILL ANALYSIS

(A) <B> (Q) (D) (E) (F)
LINE
no. DESCRIPTION PRESENT COMPANY PROPOSED RLJCO PROPOSED

1
2
3

s s 77.83%
22.17%

100.00%

REVENUE ALLOCATION
RESIDENTIAL
OTHER

TOTA L s

13,889,331
4,078,231

17,757,562

77.05%
22.95%
100.00% s

20.981 ,543
5,373,910

26,955,453

77.84%
22.16%

100.00%

$

s

16,185,054
4,610,857

20,795,911

5 s 32.98%
67.02%

100.00%

s 3296%
67.04%

100.00%

4
5
6

ALLOCATIONRATIOS
FIX REVENUE
VARIABLE REVENUE

TOTAL s

$,142,539
11,524,923
17,767,562

2.457%
65.43%

100.00% s

8,890,833
18,064,920
26,955,453 s

6,853,728
13,942.1 ea
20,795.911

RES. G-1 (5/B" X 3l4") RATE DESIGN PRESENT COMPANYPROPOSED RUCO PROPOSED

7 s 1 0 4 5 s 15.00 s 11.51

8
g

10

BASIC MONTHLY CHARGE
COMMODITY CHARGE

PRESENT
First Tier - First 4,000 Gals.
Second Tier - Next 9,000 Gals.
Third Tier - Over 13,000 Gals

PROPOSED
First Uef - Firs\ 4,000 Gals
Second Tier . Next 9,000 Gals
Third Tier - Over 13,000 Gals.

s
s
s

15338
22198
26468

s
s
s

2.3256
3.4629
3.6698

s
5
s

2.2636
2.5794
2.8394

RESIDENTIAL BILLCOMPARISONS
COST OF WATER SERVICE AT
DIFFERENT LEVELS OF USAGE WITH
PERCENTAGE INCREASE IN BILL

% OF AVERAGE
MONTH USAGE
OF 7400 Gal.

GALLONS USED
ATVARI OUS

USAGE

PRESENT
MONTHLY

W ATER COST

R uc k  P R OP ' D
MONTHLV

W ATER COST

R i c o  P R OP ' D
MONTHLY
INCREASE

RUCO PROP'D
MONTHLY

% INCREASE

11
12
13
14
15

2 5 0 0 %
50.00%

100.00%
150.00%
200.00%

1,.8so
3.700
7,400

11,100
14,800

s
s
s
s
s

13.30
16.15
24.t 6
32.37
41.35

$
$
s
s
s

15.79
19.98
29.77
39.68
49.89

s
s
s
s
s

2.50
3 8 3
5.81
7.31
8.53

18.76%
23.74%
23.24%
22.60%
2 0 6 4 %
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District

TABLE OF CONTENTS TO RLM SURREBUTTAL SCHEDULES

PAGE
no. TITLE

SURR RLM-1

SURR RLM-2A

SURR RLM-2

SURR RLM-5(1)

SURR RLM-5(2)

SURR RLM-6

SURR RLM-7

SURR RLM-8

SURR RLM-9

SURR RLM-13

SURR RD-1

SURR RD-2

SCH.
no.

1 8 2

1

1

1

1

1

1

1

1

1

1  &  2

1

REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

RATE BASE

SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

SUMMARRY OF WORKING CAPITAL

LEAD/LAG STUDY - CASH WORKING CAPITAL

OPERATING INCOME

SUMMARY OF OPERATING INCOME ADJUSTMENTS

OPERATING INCOME ADJUSTMENT no. 1 - PROPERTY TAX COMPUTATION

OPERATING INCOME ADJUSTMENT no. 2 - TEST YEAR DEPRECIATION EXPENSE

OPERATING INCOME ADJUSTMENT NO. 7 - INCOME TAX EXPENSE
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$ 268,604$ 815,803

Arizona-Amercien Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule SURR RLM-1

Page 1 of 2

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY

OCRB/FVRB

COST

(B)
RUCO

OCRB/FVRB

COST

1 Original Cost Rate Base s 4,221 ,474 $ 3,175,404

2 Adjusted Operating Income (Loss) $ (131,419) $ 46,436

3 Current Rate Of Return (L2 /L1) -3.11% 1.46%

4 Required Operating Income (L5 X L1) $ 354,604 $ 222,156

5 Required Rate Of Return On Fair Value Rate Base 8.40% 7.00%

6 Operating Income Deficiency (L4 - L2) $ 486,023 $ 175,721

7 Gross Revenue Conversion Factor (RLM-1, Page 2) 1 .6785 1 .5286

8 Increase In Gross Revenue Requirement (L7 X LE)

9 Adjusted Test Year Revenue $ 1 ,026,587 $ 1,177,522

10 Proposed Annual Revenue (LB + LE) $ 1 ,842,390 $ 1,446,126

11 Required Percentage Increase In Revenue (LB /LE) 79.47% 22.81 %

12 Rate Of Return On Common Equity 11.75% 8.88%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule RLM-1 Page 2, RLM-6, And RLM-14
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Arizona-Amercian Water Company
Docket Nos. SW & w-0130:sA-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule SURR RLM-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - LE)

Revenue Conversion Factor(LI /LE)

1 .0000
0.3458
0.6542

5
6
7
8
9
10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (Ls - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X LB)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
29.6802%
27.6121 %
34.5801%

s 222,156
46,436

11
12
13

Required Operating Income (Sch. RLM-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. RLM-1, Pg 1, C (B), LE)
Required Increase In Operating Income (L11 - L12) s 175,721

Income Taxes On Recommended Revenue (Col. (D), L31) 66,804
Income Taxes On Test Year Revenue (col. (D), L32) (26,080)
Required Increase in Revenue To Provide For Income Taxes (L14 - L15)

$14
15
16

17 Total Required Increase In Revenue (L13 + L16)

$

$

92,884

268,604

RUCO
Recommended
$ 1,446,126

1,157,166
95,774

193,186
6.9680%

$

$ 13,461

$
$

179,725
7,500
6,250
a,500

31.093

18
19
20
21
22
23
24
25
26
27
28
29
30
31

CALCULATION OF INCOME TAx.~

Revenue (Sch. RLM-1, Pg 1, Col. (B), L10)
Operating Expense Excluding Income Tax (RLM-6, Col. (E), L25 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L1B - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 L23)
Fed. Tax On 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax On 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax On 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax On 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax On 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal And State Income Tax (L23 + L30)

$
$

53,343
66,804

32
33

Test Year Combined Income Tax, RUCO As Adjusted (RLM-6, Col. (C), L23)
RUCO Adjustment (L31 - L32) (See RLM-6, Col. (D), L23)

$
$

(26,080)
92,884

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col, (C), L24) 29.68%

$35
36
37

CALCULATION OF INTEREST SYNCHRONIZATIONs
Rate Base (Sch. RLM-2, Col. (H). L15)
Weighted Avg. Cost Of Debt (Sch. RLM-16, Col. (F), LI)
Synchronized Interest (L35 X L36) $

3,175,404
3.02%

95,774
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31 , 2007

Havasu Water District
Schedule SURR RLM-2A

Page 1 of 1

RATE BASE . ORIGINAL COST

LINE

no.
1

DESCRIPTION
Gross Utility Plant In Service

(A)
COMPANY
AS FILED

OCRB/FVRB
$ 9,837,304

(8)
RUCO

OCRB/FVRB

ADJUSTMENTS
$ (816,311)

(C)
R U C O

ADJ'TED

OCRB/FVRB
$ 9,020,993

2
3

Accumulated Depreciation
Net Utility Plant in Service (Sum LI & Ls)

$
$

(1,327,687)
8,509,617 $

18,659
(797,652)

$
$

(1,309,028)
7,711,965

4 Advances In Aid Of Const. $ $ s(3,217,334)
0

(1,355,090) $ $
$
s

5
6
7

Contribution In Aid Of Const.
Accumulated Amortization Of CIAC

NET CIAC (LE + L7)

$
$
$ (1;355,090) s

(10,645)

(10,645)

(3,217,334)

(1 ,365,7l35)

(1 ,365,735)

8 $ $ s

9 $ $ $

10 s s $

(113,427)

(512)

131,38511

imputed Regulatory Advances

Imputed Regulatory Contributions

Customer Meter Deposits

Deferred Income Taxes And Credits $

(113,427)

(512)

131,385 $ $

12 Investment Tax Credits $ s $

13 Deferred Debits $ 155,374 s $ 9,673

14 Allowance For Working Capital $ 111,462 s

(145,701)

(92,072) $ 19,390

15
16
17

utility Plant Acquisition Adjustment
Rounding

TOTAL RATE BASE (Sum L̀ s 4, 5, & 8 Thru 17)

$
$
$

(1)
4,221,474

$
$
$ (1,045,070)

s
$
$

(1)
3,175,404

References:
Column (A): Company Schedule B-1
Column (B): Schedule RLM-2
Column (C): Column (A) + Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW a. W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule SURR RLM-5

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

1
2
3

$ 4,4a6
4,486

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 2 - Line 1

Materials And Supplies As Per Company
Materials And Supplies As Per RUCO
Adjustment s

4
5
6

$ 4,555
4,555

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

Prepayment As Per Company
Prepayment As Per RUCO
Adjustment $

7
8
g

Cash Working Capital As Per Company
Cash Working Capital As Per RUCO
Adjustment

S 102,420
10,348

(92,072)

Company ScheduleB-5, PG. 1
RUCO Schedule RLM-5, Page 2

Line B - Line 7

10 TOTAL ADJUSTMENT (See RLM-2, Column (G))

$

$ (92,072) Sum Lines 3, 6 & 9
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31 , 2007

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 . CONT'D
LEAD/LAG DAY SUMMARY

Havasu Water District
Schedule SURR RLM-5

Page 2 of 2

(8) (D) (E)

LINE
no. DESCRIPTION

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

(C)
RUCO

EXPENSES
AS ADJUSTED

(LEAD)/LAG
DAYS

DOLUMR
DAYS

$ 204,741 $ (2,259) $ 202,482 $ 2,429,7841
2
3
4
5
6
7
8
g
10
11
12
13

111_139
88,249 7,916

52
(2,004)

111,139
96,165

52
164,457
63.729
35,586
8,974

22,062
5,059

12.0000
86.8700
32.4200
28.4700
30.0000
(3.8800)
(4.6445)
45.0000
45.0000

7.4600
(10.5818)

3,603,126
2,737,818

1 ,560
(638,095)
(295,989)

1,501 ,370
403,830
164,583
(54,039)

166,461
63,729
35,586
8,974

22,062
5,059

291,351
258,745

(291,351)
(159,754) 98,991 30.0000 2,969,725

14
15
16

Appropriate Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Insurance Other Than Group
Customer Accounting
Rents
Depreciation & Amortization
Other Operating Expenses

Taxes:
Taxes Other Than Income
Property Taxes
Income Tax

17,638
44,112

147,572
10,283
(80,768)

17,638
54,395
66,804

15.6511
212.5000
42.0402

276,054
11 ,558,874
2,808,447

17 95,774 95,774 105.5200 10,201,874

18

Interest Expense

Total Appropriate Operating Expenses $ 1,465,418 $ (422,111) S 1,043,307 $ 37,768,921

19 Line 18, Col. (E) / (oz) 36.20

20

Expense Lag

Revenue Lag 39.82

21 Line 20 . Line 19 3.62

22 $ 1 ,043,307

23 10,348

24

Net Lag

RUCO Adjusted Expenses

Cash Working Capital

Company As Filed .102,420

25 Difference

Col. (C), Line 18

Line 21 X Line 22 l 365 Days

Co. Schedule B-6, Page 1

Line 23 - Line 24

26 ADJUSTMENT (See RLM-5, Page 1,L 9) Line 25

$

$

(92,072)

(92,072)

References:
Column (A): - Company Schedule B-6
Column (B): RUCO Operating Income Adjustments (See Schedule RLM-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-6
Column (E): Column (C) X Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW a. W-01303A-08-0227
Test Year Ended December 31 , 2007

Havasu Water District
Schedule SURR RLM-6

Page 1 of 1

OPERATING INCOME

LINE
no .

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROP'D

CHANGES

(E)
RUCO

AS
RECOMM'D

$ 1,003,476 5 150,935 s 1,154,411 s 268,604 $ 1,423,0151
2
3
4

DESCRIPTION
Revenues:

Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues
TOTAL OPERATING REVENUE $

23,110
1 ,026,587 $ 150,935 $

23,110
1,177,522 $ 268,604 $

23,110
1,446,126

Operating Expenses:

$ 204,741 $ (2,259) $ 202,482 $ s 202,482

7,916
52

(2,004)

111,139
96,165

111,139
96,165

Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents

(0)

3,606
(159,572)
(18,702)
10,283

164,457
63,729
35,585
3,840
8,974

22,062
5,059

13,616
46,250
39,125

272,649
54,395
17,638
66,804

5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes - Property Taxes
General Taxes - Other
Income Tax
Rounding

111.139
88,249

(52)
166,461
63,729
35,586
3,840
8,974

22,062
5,059

13,616
42,644

198,697
291 ,351
44,112
17,638

(159,839)
(2)

133,759

164,457
63,729
35,586
3,840
8,974

22,062
5,059

13,616
46,250
39,125

272,649
54,395
17,638

(26,080) 92,884

25 TOTAL OPERATING EXPENSES $ 1,158,005 $ $ 1,131,086 $ 92,884 $ 1,223,969

26 OPERATING INCOME (LOSS) $ (131,419) $

(26,921)

177,856 $ 46,436 $ 175,721 $ 222,156

References:
Column (A):
Column (B):
Column (C):
Column (D):
Column (E):

Company Schedule C-1
RLM-7, Columns (B) Thru (H)
Column (A) + Column (B)
RLM-1, Pages 1 & 2
Column (C) + Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule SURR RLM-8

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1

PROPERTY TAX COMPUTATION

LINE

n o . DESCRIPTION REFERENCE (A) (B)

Calculation Of The Company's Full Cash Value:

$1
2
3
4
5

Annual Operating Revenues:
Adjusted Test Year Revenue
Adjusted Test Year Revenue
RUCO Proposed Revenue

Total Three Year Operating Revenues
Average Annual Operating Revenues

Schedule RLM-7
Schedule RLM-7
Schedule RLM-6

Sum Of Lines 1, 2 8¢ 3
Line 4 / 3

$

1,177,522
1,177,522
1,446,126
3,801,169
1,267,056

6 Two Times Three Year Average Operating Revenues Line 5 X2 $ 2,534,112

$ 100.7977

8

ADD:
10% Of Construction Work In Progress ("CWlP"):

Test Year CWIP
10% of CWIP

Co. Sch. E-1, Page 2
Line 7 X 10% $ 10,080

Company Workpapers
Company Workpapers

Line 9 + Line 10

$g
10
11

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dap. Of Transportation Equipment

Book Value Of Transportation Equipment $

12 Company's Full Cash Value ("FCV") Sum Of Lines 6, 8 & 11 $ 2,544,192

Calculation Of The Company's Tax Liability:

13
14

MULTlPLY:
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 s

23.0%
585,164

15
16
17

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability

Company Workpapers
Company Workpapers

Line 15 + Line 16

9.30%
0.00%
9.30%

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 54,395

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 44,112

20 Increase (Decrease) In Property Tax Expense Line 18 - Line 19 $ 10,283

21 RUCO Adjustment (See RLM-6, Column (B)) Line 20 $ 10,283
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Arizona-Amercian Water Company
Docket Nos, SW 8 W-01303A-08-0227

Test Year Ended December 31, 2007

Havasu Water District
Schedule SURR RLM-9

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
TEST YEAR DEPRECIATION EXPENSE

LINE

NO. ACCOUNT NAME

(C)
TEST YEAR

DEPRECIATION

EXPENSE
s

(A)
TOTAL
PLANT

VALUE
10,144 s

47,343

2,033,779
99,968

56,742

20,697 420

148,253 3,766

385,744
580

1,295,271

9,796
30

48,055

4,2o2
258,942

1,237,149
778,740
409,286
850,235
730,655
278,916
175,586
17,253

31,073
28,526
16,587
8,718

18.110
15,563
8,061
6.181

607

33,463
3,254

17,522
76,510

(B)
COMMISSION
AUTHORIZED

DEP. RATES
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.79%
0.00%
0.00%
0.00%
2.03%
0.00%
2.54%
0.00%
2.54%
5.12%
3.71%
0.00%
0.00%
12.00%
2.33%
2.13%
2.13%
2.13%
2.13%
2.89%
3.52%
3.52%
0.00%
0.00%
0.00%
4.10%
4.10%
25.00%
25.00%
3.93%
7.55%
3.06%
9.23%
4.10%
6.19%

133
718

19,128

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
i s
17
18
19
20
21
22
23
24
25
26
27
2B
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCOUNT
NO

301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304500
304800
305000
306000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100

3392500
340100
340200
341100
341200
342000
343000
344000
345000
346100
345300
TOTAL

Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Land & Land Rights TD
Land & Land Rights AG
Struck & imp SS
Struck 8- Imp P
Struck & Imp WT
Struck & Imp TD
Struck & Imp Offices
Struck & top Misc
Collect 8 Impounding
Lakes, Rivers, Other Intakes
Wells gt Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs 8- Standpipe
TD Mains Not Classified by Size
TD Mains min & Less
TD Mains Gin to girl
TD Mains 10in to 16in
Services
Meters
Meter Installations
Hydrants
Othber P/E intangible
Other P/E SS
Office Furniture 8< Equip
Comp & Periph Equip
Trans Equip Lt Duty Tris
Trans Equip Hvy Duty Trks
Stores Equipment
Tools.Shop.Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Tdephone
Comm Equip Other

TEST YEAR DIRECT UPIS AND DEPRECIATION EXPENSE $

17,822
460

33,093
11,702
44,414

9,020,993 $

1,346
14

3,os4
480

2,749
280,158

43 SUB-TOTAL TEST YEAR CORPORATE UPlS AND DEPRECIATION EXPENSE 25,755

44 SUB-TOTAL POST TEST YEAR DEPRECIATION EXPENSE ONUPIS

45 TOTAL DEPRECIATION EXPENSE ONUPIS $ 305,913

46 AMORTIZATION OF DEFERRED DEBIT . Y2K COSTS

47 AMORITZATION OF REGULATORY ASSETS 834

48 AMORTIZATION OF CONTRIBUTIONS (6,011)

AMORTIZATION OF REGULATORY CIAC49
50
51

Rounding
TOTALDEPRECIATION EXPENSE s

(28,087)

272,649

52
53

Company As Filed
Difference s

291,351
(18,702)

54
References:

RUCO Adjustment (See RLM-7, Column (C)) s (18,702)

Column (A): RLM-3, Page 7, Column (D)
Column (B): RLM-3, Page 1, Column (A)
Column (C): Column (A) X Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule SURR RLM-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

INCOME TAX EXPENSE

(A) (B)

LINE

NO. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. RLM-6, Column (c), L26 + L23 $ 20,356

2
3
4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 20

Line 1 - Line 2 - Line 3 $

(5,255)
95,774
(70,163)

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch. RLM-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

29.68%
(20,825)

STATE INCOME TAXES:

7 Line 1 $ 20,356

8
g

Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Note (A) Line 20
Line 7 - Line 8 $

95,774
(75,418)

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 (5,255)

12
13
14

TOTAL INCOME TAX EXPENSE:
Federal Income Tax Expense
State lnoome Tax Expense

Total Income Tax Expense Per RUCO

Line 6
Line 11

Line12 + Line 13

$ (20,825)
(5,255)

(26,080)

15 Total Income Tax Expense Per Company (Per Company Sch. C-1 ) (159,839)

16 Total Income Tax Adjustment Line 14 - Line 15 $ 133,759

17 RUCO Adjustment (See Sch. RLM-7, Column (H)) Line 16 $ 133,759

$ 3,175,404
3.02%

95,774

18
19
20

NOTE (A);
Interest Synchronization:
Adjusted Rate Base (Sch. RLM-2, Col. (H), L17)
Weighted Cost of Debt (Sch. RLM-16 Col. (F), LI )
Interest Expense (L18 X L19) $
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Arizona-Amercian Water Company

Docket Nos. SW & W-01303A-08-0227

Test Year Ended December 31, 2007

Havasu Water District
Schedule SURR RLM-RD1

Page 1 of 2

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE
PROPOSED REVENUE

(A) (B) (F)

LINE
no.

TEST YEAR
DETERMlN'TS

ANN'ZED
ADJTM'TS

(C)
TEST YEAR

ADJUSTED
DETERMlN'TS

(D)
PROPOSED

CHARGES &
USAGE FEES

(E)
RUCO

PROPOSED
REVENUES

TOTAL
REVENUES

1 1 ,Eva (8) 1.671 $ 22.04 $ 441,854 s 441 ,854

2
3
4

DESCRIPTION
RESIDENTIAL CUSTOMERS

HI M1A _ 5/8" & 3/4"
Commodity Usage

First Tier - First 4,000 Gals.
Second Tier .. Next 9,000 Gals.
Third Tier - Over 13,000 Gals,

59,838

67,209

69,397

(380)
(542)

59,458
66,657
69,397

3.1736
3.3019
3.5851

$
$
$

188,693
220,129
248,793

5 1 1

$
$
$
$
$ 37.92 $ 295

$
$

657,615
295

6
7

HI MI B - 1"
Commodity Usage

First Tier - First 30,000 Gals.
Second Tier - Over 30,000 Gals,

79
63

79
63

s
$

3.3019
3.5851

$
$

261
226

8 1 1 $ 74.61 $ 950
$
$

487
950

9
10

HI MI D .. 2"
Commodity Usage

First Tier - First 60,000 Gals.
Second Tier - Over 60,000 Gals.

377
O

377
0

$
$

3.3019
3.5851

$
$

1 ,245

11 2 2 s 128.41 $ 3.592
$
$

1 ,245
3,592

12
13

HI MI F .. 4"
Commodity Usage

First Tier - First 110,000 Gals.
Second Tier - Over 110,000 Gals.

1 ,992

4,3a1

1 ,992
4,381

$
$

3.3019
3.5851

$
$

e,577
15,706

14 0 0 $ 11.02 $ 11
$
$

22,284
11

15
16

HI MSD - Apt 2"
Commodity Usage

First Tier - First 60,000 Gals.
Second Tier . Over 60,000 Gats.

53

0

53
0

$
$

3.3019
3.5851

$
$

175

17 40 40 $ 11.02 $ 5.333
$
$

175
5,333

18
19

HI M3F - Apt 4"
Commodity Usage

First Tier - First 110,000 Gals.
Second Tier - Over 110,000 Gals.

254
76

254
76

$
$

3.3019
3.5851

$
$

839
272

20 73 73 55 11.02 $ 9,597
$
$

1,111
9,597

21
22

H1 M3H - Apt 4" - Valley Manor
Commodity Usage

First Tier - First 110,000 Gals.
Second Tier - Over 110,000 Gals.

1,430

2,748

1 ,430
2,748

$
$

33019
3.5851

$
$

4,722
9,852

23 111 111 s 11.02 $ 14,610
$
$

14,574
14,610

24
25

HI M3J - Apt 4" - Kenjen RV
Commodity Usage

First Tier - First 110,000 Gals.
Second Tier - Over 110,000 Gals.

1 ,401

271

1 ,401
271

$
$

3.3019
3.5851

s
$

4,626
972

26 280 280 $ 11.02 $ 36,954
$
$

5,598
36,954

27
28

HI M3K - Apt 4"- HV Falls RV
Commodity Usage

First Tier - First 110,000 Gals.
Second Tier- Over 110,000 Gals.

1 ,253

796

1 ,253
796

$
$

3.3019
3.5851

$
$

4.137
2,as4

29 38 38 $ 11.02 s 4,969
$
$

6.991
4,969

30
31

H1M3L .. Apt 1" - LH RV
Commodity Usage

First Tier - First 30,000 Gals
Second Tier - Over 30,000 Gals.

330

1,747

330
1 ,747

$
$

3.3019
3.5851

$
$

1 ,090
6,263

32 99 99 $ 11.02 $ 13,045
s
s

7,353
13,045

33
34

H1M3M - Apt 1" . D Hills RV
Commodity Usage

First Tier - First 30,000 Gals.
Second Tier - Over 30,000 Gals.

503

799

503
799

$
$

3.3019
3.5851

$
$

1 .eel
2.864

35 1 es 166 $ 11.02 $ 21,915
$
$

4,525
21,915

$
$

3.3019
3.5851

$
$

19,076
1,885

36
37
38
39
40

HI MAP Apt 6" - Hav Resort
Commodity Usage

First Tier - First 500,000 Gals. 5,777
Second Tier - Over 500,000 Gals. 526

Total Residential Customers 2,654
Total Residential Usage 227,603
TOTAL RESIDENTIAL CUSTOMERS REVENUE

(8)
(922)

5,777
526

2,646
226,681

$ 20,961

$ 1296,041
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Havasu Water District
Schedule SURR RLM-RD1

Page 2 of 2

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE

ADJUSTED TEST-YEAR REVENUE

(A> (B) (F)

LINE
no.

TEST YEAR
DETERMIN'TS

AN N'ZE D
ADJTM'TS

(C)
TEST YEAR
ADJUSTED

DETERMIN'TS

(0)
PROPOSED
CHARGES &
USAGE FEES

(E)
RUCO

PROPOSED
REVENUES

TOTAL
REVENUES

34 38 -02 38 $ 22.04 $ 10,073 $ 10,073

35
35

DESCRIPTION
COMMERCIAL CUSTOMERS

H2M1A - 5/8" & 3/4"
Commodity Usage

First Tier - First 13,000 Gals.
Second Tier - Over 13,000 Gals.

3,229
5,349

-260
-0.9

3,203
5,348

$
$

3.3019
3.5851

s
$

10,576
19,173

37 10 -0.3 10 $ 37.92 $ 4,379
$
$

29,749
4.379

38
39

H2M1 B - 1"
Commodity Usage

First Tier - First 30,000 Gals.
Second Tier - Over 30,000 Gals.

2,145
5,041

-90.0
-91 9

2,055
4,949

$
$

3.3019
3.5851

$
$

e,785
17,743

40 22 .,0.1 22 $ 7451 $ 19,903
$
$

24,528
19,903

41
42

H2M1 D - 2"
.Commodity Usage

First Tier - First 60,000 Gals.
Second Tier - Over 60,000 Gals,

9,042
11,161

-60.0
-15.5

8.982
1 1,146

$
$

3.3019
3.5851

$
$

29,658
39,958

43 5 0.0 5 $ 101.51 $ 5,600
$
$

69,615
5,600

44
45

H2M1 E . 3"
Commodity Usage

First Tier - First 90,000 Gals,
Second Tier - Over 90,000 Gals.

814
419

0.0
0.0

814
419

$
$

3.3019
3.59

$
$

2,688
1 ,502

$ 4,190
46
47
48

Total Commercial Customers 75
Total Commercial Usage 37,200
TOTAL COMMERCIAL CUSTOMERS REVENUE

-1
-284

75
36,916

$ 168,038

6 4
6 5
66
6 7
68
69
70
71

TOTAL RUCO TEST YEAR REVENUE PER BILL COUNT
Unreconciled Difference vs. Billed Revenues

REVENUE PER BILL COUNT
Other Revenue
ACRM Revenue

TOTAL REVENUE
PROPOSED REVENUE PER FILING
Difference

$ 1,464,078
(41 ,O62)

1 v423,01 B
23,110

s
$
$

1 ,4466126
1,446,126

0
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Arizona~Amercian Water Company
Docket Nos. SW & W.Q1303A.08,g227
Test Year Ended December 31, 2007

Havasu Water District
Schedule SURR RLM-RD2

Page 1 of 1

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE
TYPICAL RESIDENTIAL BILL ANALYSIS

(A) (B) (C) (D) (E) (F)
LINE
no. DESCRIPTION PRESENT COMPANY PROPOSED RUCO PROPOSED

1
2
3

REVENUE ALLOCATION
RESIDENTIAL
OTHER

TOTAL

$

$

917,232
119,942

1,037,174

8B.44%
1156%
100.00%

s

s

1 ,646,B24
213,518

1 ,8601342

88.52%
11.48%
100.00%

$

$

1296,041
168,038

1 ,464,078

88.52°/»
11 .48%

100.00%

4
5
6

ALLOCATION RATIO$
FIX REVENUE
VARIABLE REVENUE

TOTAL

s 45.33%
54.67%
100.00%

$

$

753,600
1 _106_743
1 ,ae0,34z

40.51 %
59.49%
100.00%

s

s

593,078
871,000

1,464,078

40.51 %
59.49%

100.00%s

470,144
567,030

1,037,174

REs. G-1 (5l8" x 3/4") RATE DESIGN PRESENT COMPANY PROPOSED RUCO PROPOSED

7 s 17.40 s 2800 s 22.04

a
9
10

BASIC MONTHLY CHARGE
COMMODITY CHARGE

PRESENT
First Tier - First 4,000 Gals.
Second Tier -Next9,000 Gals.
Third Tier - Over 13,000 Gals.

PROPOSED
First Tier - First 4,000 Gals.
Second ̀ I1er - Next 9,0oo Gals
Third Tier - Over 13,000 Gals.

s
s
$

1.6802
2.1852
2.5002

$
$
$

4.0325
4.1956
4.5554

s
s
$

31736
3.3019
3.5551

RESIDENTIAL BILL COMPARISONS
COST OF WATER SERVICE AT
DIFFERENT LEVELS OF USAGE WITH
PERCENTAGE INCREASE IN BILL

% OF AVERAGE
MONTHUSAGE
OF 9705 Gal

GALLONS USED
AT VARIOUS

USAGE

PRESENT
MONTHLY

WATER COST

RUCO PROP'D
MONTHLY

WATER COST

RUCO PROP'D
MONTHLY
INCREASE

RUCO PROP'D
MONTHLY

% INCREASE

11
12
13
14
15

25.00%
50.00%
100.00%
15000%
200,00"/1

2_4ze
4,853
9,7os

14,558
19,410

s
$
$
s
$

21.48
25.98
35.55
47.68
59.81

s
$
s
s
$

29.74
37,44
52.63
70.03
8743

$
$
s
s
$

8.26
11 .45
1708
22.35
27.61

38.46%
44.07%
48.06%
48.87%
46. 17%

A

r

1111111-
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District

TABLE OF CONTENTS TO RLM SURREBUTTAL SCHEDULES

SCH.
no.

PAGE
no. TITLE

SURR RLM-1 1 & 2 REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

suRe RLM-2A 1 RATE BASE

SURR RLM-2 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

1 SUMMARY OF WORKING CAPITAL

1 LEAD/LAG STUDY - CASH WORKING CAPITAL

SURR RLM-5(1)

SURR RLM-5(2)

SURR RLM-6 1 OPERATING INCOME

SURR RLM-7 1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

SURR RLM-8 1 OPERATING INCOME ADJUSTMENT no, 1 PROPERTY TAX COMPUTATION

TEST YEAR DEPRECIATION EXPENSESURR RLM-9 1 OPERATING INCOME ADJUSTMENT no. 2

SURR RLM-13 1 OPERATING INCOME ADJUSTMENT no. 7 - INCOME TAX EXPENSE

SURR RD-1 1 8 2 RATE DESIGN AND PROOF OF RECOMMENDED REVENUE

SURR RD-2 1 TYPICAL RESIDENTIAL BILL ANALYSIS
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule SURR RLM-1

Page 1 of 2

REVENUE REQUIREMENT

LINE

NO. DESCRIPTION

(A)
COMPANY

OCRE3/FVRB
COST

(B)
RUCO

OCRB/FVRB
COST

1 Original Cost Rate Base $ 12,041,310 $ 10,561,020

2 Adjusted Operating Income (Loss) $ 37,140 $ 360,802

3 Current Rate Of Return (L2/ LI) 0.31% 3.42%

4 Required Operating Income (L5 X LI ) $ 1,011,470 $ 738,866

5 Required Rate Of Return On Fair Value Rate Base 8.40% 7.00%

6 Operating Income Deficiency (L4- L2) $ 974,330 $ 378,064

7 Gross Revenue Conversion Factor (RLM-1, Page 2) 1 .6990 1 .6286

8 Increase In Gross Revenue Requirement (L7 X L6) ~$ 615,728I
g Adjusted Test Year Revenue $ 5,113,631 $ 5,113,631

10 Proposed Annual Revenue (L8 + LE) $ 6,769,041 $ 5,729,359

11 Required Percentage Increase In Revenue(LB / LE) 32.37% 12.04%

12 Rate Of Return On Common Equity 11.75% 8.88%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule RLM-1 Page 2, RLM-6, And RLM-16

I
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule SURR RLM-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE

NO, DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - L2)
Revenue Conversion Factor(LI /LE)

1.0000
0.3860
0.6140

5
6
7
8
9

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (LE - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal income Tax Rate (L7 X LB)
Combined Federal And State income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
34.0000%
31 .6309%
38.5989%

11
1 2
13

$ 738,866
360,802

Required Operating Income (Sch. RLM-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. RLM-1, Pg 1, C (B), LE)
Required Increase In Operating Income (L11 - L12) $ 378,064

Income Taxes On Recommended Revenue (Col. (D), L31) 264,235
Income Taxes On Test Year Revenue (Col. (D), L32) 26,571
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$14
15
16

17 Total Required Increase In Revenue (L13 + L16)

$

$

237,664

615,728

L23)

Ruck
Recommended
$ 5,729,359

4,726,258
318,534
684,567
6.9680%

$

$ 47,701
$
$

636,867
7,500
5,250
8,500

91 ,650
102,635

18
1 9
20
21
22
23
24
25
26
27
28
29
30
31

CALCULATION OF INCOME TAX
Revenue (Sch, RLM-1, Pg 1, Col. (B), L10)

Operating Expense Excluding Income Tax (RLM-6, Col. (E), L25
Synchronized interest (Col. (C), L37)

Arizona Taxable income (L18 - L19 - L20)
Arizona State income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax On 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax On 2nd Inc. Bracket ($50,001 - $75_000) @ 25%
Fed. Tax On 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax On 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax On 5th Inc. Bracket ($335,001 - $1 OM) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal And State Income Tax (L23 + L30)

$
$

216,535
264,235

32
33

Test Year Combined Income Tax, RUCO As Adjusted (RLM-6, Col. (C), L23)
RUCO Adjustment (L31 - L32) (See RLM-6, Col. (D), L23)

$
$

26,571
237,664

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 34.00%

$35
36
37

CALCULATION OF INTEREST SYNCHRONIZATIONs
Rate Base (Sch. RLM-2, Col. (H), L15)
Weighted Avg. Cost Of Debt (Sch. RLM-16, Col. (F), LI)
Synchronized Interest (L35 X L36) $

10,561,020
302%

318,534
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule SURR RLM-2A

Page 1 of 1

RATE BASE . ORIGINAL COST

LINE

NO.
1

DESCRIPTION
Gross Utility Plant In Service

(A)
C O M PA N Y

AS FILED

OCRB/FVRB
$ 28,800,225

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

s 753,728

(C)
R U C O

A D J ' T E D
O C R B / F V R B

$ 29,553,953

2
3

Accumulated Depreciat ion
Net Utility Plant In Service (Sum L1 & LE)

$
$

(13,084,198)
15,716,027 $

129,951
883,679

$
$

(12,954,247)
16,599,706

4 Advances In Aid Of Const. $ s (291,910) 5 (6,238,919)

5
6
7

$ $
$
$

Contribut ion In Aid Of Const.
Accumulated Amort izat ion Of CIAC

NET CIAC (LE + L7)

$
$
s

(5,947,009)

(107,545)

(107,545) s

(94,453)
(27,517)

(121,969)

(201 ,998)
(27,517)

(229,514)

8 Imputed Regulatory Advances $ $ $

9 Imputed Regulatory Contribut ions $ s $

10 Customer Meter Deposits $ $

11 Deferred Income Taxes And Credits

$

$

(1 ,157,044)

(7,800)

1.360,455 $ s

(1,157,044)

(7,800)

1,360,455

12 Investment Tax Credits $ $ $

13 Deferred Debits $ 1,749,805 $ $ 99,833

14 Allowance For Working Capital $ 434,422 $

(1 ,649,972)

(300,118) $ 134,304

15
16
17

Utility Plant Acquisition Adjustment
Rounding

TOTAL RATE BASE (Sum L's 4, 5, & 8 Thru 17)

$
$
5

(1)
12,041,310

$
$
$ (1 ,480,290)

s
$
$

(1)
10,561 ,020

References:
Column (A): Company Schedule B-1
Column (B): Schedule RLM-2
Column (C): Column (A) + Column (B)
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ArizOna-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule SURR RLM-5

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

$ 8,897
8,897

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 2 - Line 1

1
2
3

Materials And Supplies As Per Company
Materials And Supplies As Per RUCO
Adjustment s

4
5
6

Prepayment As Per Company
Prepayment As Per RUCO
Adjustment

$

$

$

57,963
57,953

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

7
8
g

Cash Working Capital As Per Company
Cash Working Capital As Per RUCO
Adjustment

367,552
67,444

(300,118)

Company Schedule B-5, PG. 1
RUCO Schedule RLM-5, Page 2

Line 8 - Line 7

10 TOTAL ADJUSTMENT (See RLM-2, Column (G))

$

$ (300,118) Sum Lines 3, 6 & 9
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Arizona-Amercian Water Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule SURR RLM-5

Page 2 of 2
EXPLANATION OF RATE BASE ADJUSTMENT no. 6 . CONT'D

LEAD/LAG DAY SUMMARY

(B) (D) <E)

LINE
no. DESCRIPTION

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

(C)
R i c o

EXPENSES
AS ADJUSTED

(LEAD)/LAG
DAYS

DOLLAR
DAYS

$ $ (12,768) $ 887,205
44,384

501,877
7,846

$ 10,646,460
3,855,638

16,270,852
223,376

1
2
3
4
5
6
7
8
9

10
11
12
13

295
(11,325) 929,574

209,312
127,879
51,991

132,002
15,559

12.0000
86.8700
32.4200
28.4700
30.0000
(3.8800)
(4.6445)
45.0000
45.0000
7.4600

(10.681 a)

(3,606,747)
(972,150)

5,754,555
2,339,595

984,735
(166,198)

899,973
44,384

501 ,877
7,846
(295)

940,899
209,312
127,879
51,991

132,002
15,559

883,235
1,160,857

(883,235)
(470,254) 690,603 30,0000 20,718,078

14
15
16

Appropriate Operating Expenses:
Labor
Purchased Water
Fuel 8 Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Insurance Other Than Group
Customer Accounting
Rents
Depreciation & Amortization
Other Operating Expenses

Taxes:
Taxes Other Than Income
Property Taxes
Income Tax

75,B09
221,795
422,238

8,882
(158,003)

75,809
230,677
264,235

15.6511
212.5000
42.0402

1,186,494
49,018,871
11,108,505

17 Interest Expense 318,534 318,534 1065200 33,930,230

18 Total Appropriate Operating Expenses $ 5,695,361 $ (1,207,874) $ 4,487,487 $ 151,292,295

19 Expense Lag 33.71

20 Revenue Lag

Line 18, Col. (E)/ (C)

RUCO Workpapers 39.20

21 Net Lag Line 20 - Line 19 5.49

22 RUCO Adjusted Expenses Col. (c), Line 18 $ 4,487,487

23 Cash Working Capital Line 21 X Line22 /365 Days 67,444

24 Company As Filed Co. Schedule B-6, Page 1 367,562

25 Difference Line 23 - Line 24

26 ADJUSTMENT (See RLM-5, Page 1. L 9) Line 25

$

$

(300,118)

(300,118)

References:
Column (A): - Company Schedule B-6
Column (B): RUCO Operating Income Adjustments (See Schedule RLM-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-6
Column (E): Column (C) X Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW & w-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule SURR RLM-6

Page 1 of 1

OPERATING INCOME

LINE
no.

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO

PROP'D
CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4

DESCRIPTION
Revenues:

Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues
TOTAL OPERATING REVENUE

$ 4,932,608 $ $ 4,932,608 $ 815,728 $ 5,548,336

$
181,023

5,113,631 $ $
181,023

5,113,631 $ 615,728 $
181,023

5,729,359

$ $ (12,768) $ 887,205
44,384

501,877
7,846

$ $ 887,205
44,384

501 ,877
7,846

295
(11,325)

(96,100)

7,220
(381 ,669)
(61 ,694)

a,e82

5
6
7
a
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Operating Expenses:
Labor
Purchased Water
Fuel 8. Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes - Property Taxes
General Taxes - Other
Income Tax
Rounding

899,973
44,384

501,877
7,846
(295)

940,899
209,312
127,879
119,303
51 ,991

132,002
15,559

103,944
354,017
583,888
883,235
221,795
75,809

(196,927) 223,498

929,574
209,312
127,879
23,203
51,991

132,002
15,559

103,944
361,237
202,219
821,541
230,677
75,809
26,571 237,664

929,574
209,312
127,879
23,203
51,991

132,002
15,559

103,944
361,237
202,219
821,541
230,677
75,809

264,235

25 TOTAL OPERATING EXPENSES 5,076,491 $ (323,662) $ 4,752,829 $ 237,664 $ 4,990,493

26 OPERATING INCOME (LOSS)

°~§...

$ 37,140 $ 323,662 $ 360,802 $ 378,064 $ 738,866

References:
Column (A): Company Schedule C-1
Column (B): RLM-7, Columns (B) Thru (H)
Column (C): Column (A) + Column (B)
Column (D): RLM-1, Pages 1 8= 2
Column (E): Column (C) + Column (D)
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1 I

Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule SURR RLM-8

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1

PROPERTY TAX COMPUTATION

LINE

no. DESCRIPTION REFERENCE (A) (B)

Calculation Of The Company's Full Cash Value;

$1

2
3
4
5

Annual Operating Revenues:
Adjusted Test Year Revenue
Adjusted Test Year Revenue
RUCO Proposed Revenue

Total Three Year Operating Revenues
Average Annual Operating Revenues

Schedule RLM~7
Schedule RLM~7
Schedule RLM-6

Sum OfLines 1,2&3
Line 4 / 3

$

5,113,631
5,113,631
5,729,359

15,956,621
5,318,874

6 Two Times Three Year Average Operating Revenues Line 5 X2 $ 10,637,748

$ 498,4717
8

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

Co. Sch. E-1, Page 2
Line 7 X 10% $ 49,847

$9
10
11

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dap. Of Transportation Equipment

Book Value Of Transportation Equipment

RUCO Workpapers
RUCO Workpapers

Line 9 + Line 10 $

12 Company's Full Cash Value ("FCV") Sum of Lines 6, 8 a. 11 $ 10,687,595

Calculation Of The Company's Tax Liability:

13
14

MULTlPLY:
FCV X Valuation Assessment Ratio X Property Tax Rates;

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 $

23.0%
2,458,147

15
16
17

Property Tax Rates:

Primary Tec Rate
Secondary Tax Rate

Estimated Tax Rate Liability

Company Workpapers
Company Workpapers

Line 15 + Line 16

9.38%
0.00%
9.38%

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 230,677

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C~1 221 ,795

20 Increase (Decrease) In Property Tax Expense Line 18 - Line 19 $ 8,882

21 RUCO Adjustment (See RLM-6, Column (B)) Line 20 $ 8,882
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Arizcana-Amercian Water Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule SURR RLM-g

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT NAME

(B)
COMPANY

PROPOSED

DEP. RATES

(C)
TEST YEAR

DEPRECIATION

EXPENSE
s 0.00%

0.00%
0.00%
0.00%
0.00%
0.00%
2.83%
2.39%
2.50%
1.81 %
2.03%
2.03%

:Au

$

(A)
TOTAL
PLANT

VALUE
34,004
37,061

290,791
2,351
9,609

31,052
452,783

1,6a7
47,846
6,311

477,525
29,223

663,944

12,814
40

1,196
114

9,694
593

16,864

1 ,068,077
188,229

2,325,058

28,838

119,043

1 ,009
50,870

2,237,501
131 ,082

11,718,711
2,476,114

221,359
3,447,832
1 ,770,642

236,697
36,474

52
6.104

40,499
3,421

305,858
64,627
5.777

186,528
115,623
15,456

82,582
253,564
113,990
191.175
343,147

0.00%
2.70%
0.00%
5.12%
0.00%
5.12%
12.00%
1.81 %
2.61 %
2.61 %
2.61 %
2.61 %
5.41 %
6.53%
6.53%
0.00%
0.00%
0.00%
4.10%
4.10%
4.10%
25.00%
25.00%
3.93%
7.55%
3.06%
9.23%
4.10%
4.10%
6.19%

10,396
4,674
7,838

85,787

LINE

no .
1
2
3
4
5
S
7
8
9
10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44

ACCOUNT

no .
301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304700
305000
306000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
3392500
340100
340200
340300
341100
341200
342000
343000
344000
345000
346100
346200
346300

TOTAL

Organization
Franchises
Land 8. Land Rights SS
Land & Land Rights P
Land 8- Land Rights TD
Land & Land Rights AG
Strict & Imp SS
Struck & Imp P
Struck & Imp WT
Struck 8. Imp TD
Struct 8. Imp Offices
Strict 8. Imp - Stores
Collect 8. impounding
Lakes, Rivers, Other intakes
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified by Size
TD Mains min & Less
TD Mains min to bin
TD Mains 10in to 16in
Services
Meters
Meter Installations
Hydrants
Othber P/E Intangible
Other P/E SS
Office Furniture & Equip
Comp & Periph Equip
Computer Software
Trans Equip Lt Duty Tris
Trans Equip Hay Duty Trks
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Communication Equipment
Communication Equipment Telephone
Miscellaneous Equipment
0 S

2,400
138,100

7,623
172,529
199,709
49,678
5.615

29,553,953 s

94
10,427

233
15,924
8,188
2,037

348
1 ,079,088

44

45

SUB-TOTAL POST TEST YEAR DEPRECIATION EXPENSE ON UPIS

TOTAL DEPRECIATION EXPENSE ON UPIS s

12,014

1,091,102

46 AMORTIZATION OF DEFERRED DEBIT _ Y2K COSTS

47 AMORITZATION OF REGULATORY ASSETS

48 AMORTIZATION OF CONTRIBUTIONS

AMORTIZATION OF REGULATORY CIAC49
50
51

Rounding
TOTAL DEPRECIATION EXPENSE $

9,384

7,561

(286,506)

821,541

52
53

Company As Filed
Difference $

$

883,235
(61 ,694)

54
References:

RUCO Adjustment (See RLM-7, Column (C)) (61 ,694)

Column (A); RLM43, Page 7, Column (D)
Column (B): RLM-3, Page 1, Column (A)
Column (C): Column (A) X Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW & w-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule SURR RLM-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

INCOME TAX EXPENSE

(A> (B)
LINE

NO. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. RLM-6, Column (c), L26 + L23 $ 387,373

2
3
4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 20

Line 1 - Line 2 - Line 3 $

4,797
318,534
64,042

5
6

Federal Tax Rate
Federal Income Ta( Expense

Sch. RLM-1, Pg 2, Col. (D), L34
Line 4 X line 5 s

34.00%
21 ,774

STATE INCOME TAXES:

7 Line 1 $ 387,373

8
9

Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Note (A) Line 20
Line 7 - Line 8 $

318,534
68,839

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ 4,797

Line 6
Line 11

Line12 + Line 13

$12
13
14

TOTAL INCOME TAXEXPENSE:
Federal Income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO $

2t,774
4,797

26,571

15 Total Income Tax Expense Per Company (Per Company Sch. C-1 ) (196,927)

16 Total Income Tax Adjustment Line 14 .. Line 15 5 223,498

17 RUCO Adjustment (See Sch. RLM-7, Column (H)) Line 16 $ 223,498

$18
19
20

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. RLM-2, Col, (H), L17)
Weighted Cost Of Debt (Sch. RLM-16 Col. (F), LI )
Interest Expense (L18 X L19) $

10,561,020
3.02%

318,534
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Arizona-AmercianWater Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31 , 2007

Mohave Water District
Schedule SURR RLM~RD1

Page 1 of 3

(A) (F)

LINE
no.

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE

PROPOSED REVENUE

(B) (C)
TEST YEAR

ADJUSTED
DETERMlN'TS

TEST YEAR
DETERMlN'TS

ANN'ZED
ADJTM'TS

(D)
PROPOSED

CHARGES 8
USAGE FEES

(E)
RUCO

PROPOSED
REVENUES

TOTAL

REVENUES

1 14,732 (3) 14,729 39 10.13 3 1 ,790,852 $ 1 ,790,852

2
3
4

DESCRIPTION
RESIDENTIAL CUSTOMERS

GO M1A _ 5/8" & 3/4"
Commodity Usage

First Tier - First 4,000 Gals.
Second Tier - Next 6,000 Gals.
Third Tier - Over 10,000 Gals.

527,981
483,259
415,917

(148)
(151)

527,833
483,108
415,917

$
$
$

1 .2420
1 .3721
1 .4725

$
s
$

655,586
662,855
612,455

5 55 0 55 $ 24.60 $ 16,384
$

$5

1 ,930,a96
161384

6
7

GO M18 _ 1"
Commodity Usage

First Tier - First 25,000 Gals.
Second Tier - Over 25,000 Gals.

9.632
6,291

96 9,728
6,291

$
$

1.3721
1.4725

$
$

13,348
9,264

8 30 30 $ 78.74 $ 28,369
$
$

22,611
28,369

9
10

G1 MI D _ 2"
Commodity Usage

First Tier _ First 80,000 Gals.
Second Tier - Over 80,000 Gals.

14,419
29,167

14,419
29,167

$
$

1 .3721
1 .4725

$
$

19,784
42,950

11 72 72 $ 10.13 $ 8,809
s
$

62,733
8,809

12
13

G1 M2A . Apt 5/8" x 3/4"
Commodity Usage

First Tier - First 10,000 Gals.
Second Tier _ Over 10,000 Gals.

7.980
7,248

7,980
7,24a

s
$

1.3721
1.4725

s
$

10,949
10,873

14 55 55 s 24.60 s 16,109
$
$

21,622
16,109

15
16

G1 M2B - Apt 1"
Commodity Usage

First Tier - First 25,000 Gals.
Second Tier - Over 25,000 Gals.

10,407
6,078

10,407
6.078

$
$

1 .3721
1 .4725

$
$

14,279
8.950

17 4 4 s 49.22 s 2,320
$
$

23,229
2,320

18
19

G1M2c _ Apt 1-1/2"
Commodity Usage

First Tier . First 50,000 Gals.
Second Tier Over 50,000 Gals.

2,090
500

2,090
500

$
$

1 .3721
1 .4725

$
$

2,868
736

20 145 145 $ 78.74 $ 137,101
$
s

3,604
137,101

21
22

G1 M2D - Apt 2"
Commodity Usage

First Tier - First 80,000 Gals
Second Tier - Over 80,000 Gals.

57,666
68,243

57,666
68,243

s
$

1 ,3721
1 .4725

$
$

79,121
100,491

23 4 4 $ 248.96 $ 11,236
$
$

179,612
11,236

24
25

GO M2F Apt 4"
Commodity Usage

First Tier - First 250,000Gals.
Second Tier - Over 250,000 Gals.

5,465
3,049

5,465
3,049

$
$

1.3721
1.4725

$
$

7,498
4,490

26 3 3 s 492.14 $ 17,717
$
$

11,988
17,717

27
28

G1 M2G - Apt 6"
Commodity Usage

First Tier - First 500,000 Gals.
Second Tier - Over 500,000 Gals.

9,165
9,449

9,165
9,449

$
$

1 .3721
1.4725

$
$

12,575
13,914

29 352 352 $ 10.13 $ 42,793
$
$

26,489
42,793

30
31
32

G1M3A . Apt 5/8" X 3/4" .. Rio utility
Commodity Usage

First Tier - First 4,000 Gals.
Second Tier - Next 6,000 Gals.
Third 'Her _ Over 10,000 Gals.

13,793
14,700
14,697

13,793
14,700
14,697

$
s
$

1 ,2420
1 .3721
1 .4725

$
$
$

17,131
20,169
21,642

33 4 4 $ 24.60 $ 1,1a1
s
$

58,943
1,181

34
35

G1M3B - Apt 1" _ Rio Utility
Commodity Usage

First Tier _ First 25,000 Gals.
Second Tier - Over 25,000 Gals.

468
53

468
53

$
$

1 .3721
1 .4725

$
$

642
78

$ 720
36
37

Total Residential Customers
Total Residential Usage

15,456
1,703,924

(3)
(202)

15,453
1 ,703,722

38 TOTAL RESIDENTIAL CUSTOMERS REVENUE $ 4,415,318
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Arizona-Amercian Water Company
Docket Nos. SW & w-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule SURR RLM-RD1

Page 2 of 3

(A) (F)

LINE
NO

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE
PROPOSED REVENUE

(B) (C)
TEST YEAR

ADJUSTED
DETERMlN'TS

TEST YEAR
DETERMIN'TS

ANN'ZED
ADJTM'TS

(D)
PROPOSED
CHARGES &
USAGE FEES

(E)
RUCO

PROPOSED
REVENUES

TOTAL
REVENUES

39 402 (1) 402 $ 10.13 $ 48,842 $ 48,842

40
41

DESCRIPTION
COMMERCIALCUSTOMERS

G2M1A - 5/8" & 3/4"
Commodity Usage

First Tier - First 13,000 Gals.
Second Tier - Over 13,000 Gals.

25,169
31,262

(90)
(15)

25,079
31,247

$
$

1 .3721
1 .4725

$
$

34,410
46,012

42 171 0 171 $ 24.60 s 50,510
$
$

80,422
50,510

43
44

G2M1 B - 1"
Commodity Usage

First Tier First 30,000 Gals.
Second Tier Over 30,000 Gals.

28,236
25,918

125
7

28,361
25,925

$
s

1 .3721
1 .4725

s
$

38,913
38,176

45 9 (0) g $ 49.22 $ 5.154
$
$

77,089
5,154

46
47

G2M1C . 1-1/2"
Commodity Usage

First Tier - First 60,000 Gals.
Second Tier - Over 60,000 Gals.

3,433
9,690

(150)
(215)

3,283
9,475

$
$

1 .3721
1 .4725

$
$

4,504
13.952

48 206 0 207 s 78.74 $ 195,172
$
$

18,456
195,172

49
50

G2M1 D _ 2"
Commodity Usage

First Tier - First 60,000 Gals.
Second Tier - Over 60,000 Gals.

97,948
157,392

80
23

98,028
157,415

$
$

1.3721
1 .4725

$
$

134,501
231 ,800

51 30 30 s 157.48 $ 55,995
$
$

366,301
55,995

52
53

G2M1 E .. s"
Commodity Usage

First Tier-- First 60,000 Gals.
Second Tier - Over e0,000 Gals.

16,576
21,120

15,576
21,120

$
$

1 .3721
1 .4725

$
$

22,743
31,100

54 1 1 $ 248.96 $ 3,685
$
$

53,843
3,685

55
56

G2M1 F .. 4"
Commodity Usage

First Tier - First 60,000 Gals.
Second Tier - Over 60,000 Gals.

2,117
255

2,1 17
255

$
$

1 .3721
1 .4725

$
$

2,905
375

57 2 2 $ 492.14 $ 9.577
$
$

3,280
9,577

58
59

G2M1 G - 6"
Commodity Usage

First Tier - First 60,000 Gals.
Second Tier - Over 80,000 Gals.

1 ,449
1a5

1 ,449
185

$
$

1 .3721
1 .4725

$
$

1 .988
272

2,261
60 BHC Memorial 2 2 $ $

$
$

61
62

G2M1V - 5/8" x 3/4"
Commodity Usage

First Tier - First 60,000 Gals
Second Tier - Over 60,000 Gals.

207
1 ,236

207
1 ,236

$
$

1 .3721
1 4725

$
s

284
1 ,820

63 1 1 $ 46.18 $ 330
$
$

2,104
330

64
65

H2M1D - 2" - Havasu Commercial
Commodity Usage

First Tier - First 60,000 Gals.
Second Tier - Over 60,000 Gals.

415
2,444

415
2,444

$
$

1 .6414
1 .8356

$
$

682
4.486

66 0 0 $ 79.48 $ 397
$
s

5,168
397

87
68

H2M1 F - 4" - Havasu Commercial
Commodity Usage

First Tier - First 90,000 Gals.
Second Tier Over 90,000 Gals.

550
882

550
B82

$
$

1.6414
1 .8356

$
s

903
1 ,619

$ 2,522
69
70

Total Commercial Customers
Total Commercial Usage

824
1 ,703,924

(1)
(202)

B23
1 ,703,722

71 TOTAL COMMERCIAL CUSTOMERS REVENUE $ 981.108
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Arizona-Amercian Water Company
Docket Nos. SW & w-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule SURR RLM-RD1

Page 3 of 3

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE
PROPOSED REVENUE

(A) (B) (F)

LINE
no. DESCRIPTION

TEST YEAR
DETERMIN'TS

ANN'ZED
ADJTM'TS

(C)
TEST YEAR
ADJUSTED

DETERMlN'TS

(D)
PROPOSED
CHARGES &
USAGE FEES

(E)
RUCO

PROPOSED
REVENUES

TOTAL
REVENUES

72
73

OPA
G4M1 - Bullhead OPA - 5/B" X 3/4"

All Commodity Usage
25

2.257
25

2,257
$

$

10.13
1.4303

$
$

3.060
3.228

$ 6.288
74
75

G4M1 . Bullhead OPA -
All Commodity Usage

1" B
3,543

0
6

8
3,549

$
$

24.60
1 .4303

$
$

2.350
5,076

$ 7,427
76
77

G4M1 . Bullhead OPA -
All Commodity Usage

1-1/2" 4
2,104

4
2,104

$
$

49.22
1 .4303

$
$

2.362
3,009

$ 5,372
78
79

42
36,512

0
798

42
37,310

$
$

7a.74
1 .4303

$
$

39,831
53,365

$ 93,196
80
81

G4M1 . Bullhead OPA - 2"
AH Commodity Usage

G4M1 - Bullhead OPA - 3"
All Commodity Usage

2
17,545

2
17,545

s

$

157.48
1 .4303

$
$

3.779
25,095

$ 28,875
82
83

G4M1 . Bullhead OPA - 4"
All Commodity Usage

1
9,597

Y

9,597
s
$

248.96
1.4303

$
$

2,988
13,727

$ 16,714
84
85

G4M1 . Bullhead OPA - 6"
All Commodity Usage

1
19,160

1
19,169

$
s

492.14
1.4303

$
$

5,906
27,405

$ 33,311
86
87

Total OPA Customers
Total OPA Usage

83
86,204

1
804

83
87,008

88 TOTAL OPA CUSTOMERS REVENUE $ 191,182

89
90
91
92
93
94

PRIVATE FIRE PROTECTION CUSTOMERS (No Commodity Usage Charge)
G6M02 . 2" 21 -
Gem04 .. 4" 66
G6MO6 - 6" 20
GeM08 - 8" 5
G6M10 - 10" 1
G8M4 - Hydrant 161

0
$
$
$
$
$
$

8.18
16.34
24.52
32.70
40.86
20,82

$
$
$
$
$
$

2,062
12,938
5.885
1 ,962

490
40,227

95 Total Fire Protection Customers 274 0

21
66
20

5
1

161

274

96 TOTAL PRIVATE FIRE PROTECTION CUSTOMERS $ 63,564

$ 5,651 ,173
(104,938)

5,546,236
181,023

97
98
99
100
101
102
103
104
105

TOTAL RUCO TEST YEAR REVENUE PER BILL COUNT
Unreconciled Difference vs. Billed Revenues

REVENUE PER BILL COUNT
Other Revenue
ACRM Revenue

TOTAL REVENUE
PROPOSED REVENUE PER FILING
Difference
Percentage Difference

$
$
$

5,727,259
5,729,359

(2,101)
_0.04%
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Arizona~Amercian Water Company
Docket Nos SW &<~01303A-08-0227
Test Year Ended December 31, 2007

Mohave Water District
Schedule SURR RLM~RD2

Page 1 of 1

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE
TYPICAL RESIDENTIAL BILL ANALYSIS

(A) (B) (C) (D) (E) (F)
LINE
NO. DESCRIPTION PRESENT COMPANY PROPOSED RUCO PROPOSED

1
2
3

REVENUE ALLOCATION
RESIDENTIAL
OTHER

TOTAL

s s 78.13%
21 .87%
100.00%s

3,891,713
1,125,047
5,016,760

77.57%
22.43%
100.00% s

5,229,273
1,463,682
5,651,173

s

s

4,415,318
1 235,855
5,651,173

78.13%
21 .87%

100.00%

4
s
s

ALLOCATION RATIOS
FIX REVENUE
VARIABLE REVENUE

TOTAL

s s 45.41%
54.59%
100.00%$

2,156,482
2,830,278
5,016,760

43.58%
56.42%
100.00% 5

3,039,479
3,653,476
5,651 ,173

s

s

2,565,373
3,054800
5,651 ,173

45.41%
54.59%

100.00%

RES. G-1 (5/B" X 3l4")RATE DESIGN PRESENT COMPANY PROPOSED Rico PROPOSED

7 s 8.75 s 1200 s 1013

8
s

10

BASIC MONTHLY CHARGE
COMMODITY CHARGE

PRESENT PROPOSED
First Tier - Firsl 4,000 Gals. First Tier - First 4,000 Gals.
Second Tier - Next 6,000 Gats. Second Tier - Next 6,000 Gals.
Third Tier - Over 10,000 Gals. Third Tier - Over 10,000 Gals.

s
$
s

08500
1 .3000
1 5000

s
s
s

1.4710
1.6250
1.7440

s
s
s

1 .242o
1 .721
1 .4725

RESIDENTIALBILL COMPARISDNS
COST OF WATER SERVICE AT
DIFFERENT LEVELS OF USAGE WITH
PERCENTAGE INCREASE IN BILL

% OF AVERAGE
MONTH USAGE
OF B073 Gal.

GALLONS USED
AT VARIOUS

USAGE

PRESENT
MONTHLY

WATER COST

RUCO PROP'D
MONTHLY

WATER COST

RUCO PROP'D
MONTHLY
INCREASE

RUCO PROP'D
MONTHLY

% INCREASE

11
Hz
13
14
15

25.00%
50.00%
10000%
150.00%
200.00%

2,01 a
4,037
8.073

12,110
16,146

s
5
s
$
s

10.47
12.20
17.44
2312
29.17

s
s
$
s
s

12.64
15.15
20.59
26.44
32.38

s
s
s
s
s

217
2.95
3.24
3.32
321

20.77%
24.21%
18.59%
14.38%
11.02%
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Arizona~Amercian Water Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District

TABLE OF CONTENTS TO RLM SURREBUTTAL SCHEDULES
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Arizona-Amercian Water Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule SURR RLM-1

Page 1 of 2

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY

QCRB/FVRB
COST

(8)
RUCO

OCRB/FVRB
COST

1 Original Cost Rate Base $ 4,740,149 $ 2,631 ,542

2 Adjusted Operating Income (Loss) $ 15,619 $ 161,965

3 Current Rate Of Return (LE /LI ) 0.33% 6.15%

4 Required Operating Income (LE XLI ) S 398,173 $ 184,107

5 Required Rate Of Return On Fair Value Rate Base 8.40% 7.00%

6 Operating Income Deficiency (L4 - L2) $ 382,554 $ 22,142

7 Gross Revenue Conversion Factor (RLM-1, Page 2) 1.6786 1 .4803

8 Increase In Gross Revenue Requirement (L7 X LE) $ 32,777

9 Adjusted Test Year Revenue $ 796,161 $ 796,161

10 Proposed Annual Revenue (LB + LE) 35 1 ,438,309 $ 828,938

11 Required Percentage Increase In Revenue (LB /LE) 80,66% 4.12%

12 Rate Of Return On Common Equity 11.75% 8.88%

References;
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule RLM-1 Page 2, RLM-6, And RLM-16
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0_27
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule SURR RLM-1

Page 2 of 2

GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (8) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - L2)
Revenue Conversion Factor(LI /L3)

1 .0000
0.3245
0.6755

5
6
7
8
9

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (LE - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X LB)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
27.3874%
25.4790%
32.4470%

11
12
13

$ 184,107
161,965

Required Operating income (Sch. RLM-1, Pg 1, C (B), LE)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. RLM-1, Pg 1, C (B), L2)
Required Increase In Operating income (L11 - L12) $ 22,142

14
15
16

17

Income Taxes On Recommended Revenue (Col. (D), L31) 50,307
Income Taxes On Test Year Revenue (Col. (D), L32) 39,672
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$

Total Required Increase In Revenue (L13 + L16)

$

$

10,635

32,777
Ruck

Recommended
$3 828,938

594,524
79,371

155,043
6.9680%

$

$ 10,803

18
19
20
21
22
23
24
25
26
27
28

$
$

144,240
7,500
6,250
8,500

17,253

29
30
31

CALCULATION OF INCOME TAX'
Revenue (Sch. RLM-1, Pg 1, Col. (B), L10)

Operating Expense Excluding Income Tax (RLM-6, Col. (E), L25 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 _ L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax On 1st Inc, Bracket ($1 - $50,000) @ 15%
Fed. Tax On 2nd Inc. Bracket ($50,001 _ $75.000> @ 25%
Fed. Tax On 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax On 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax On 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal And State Income Tax (L23 + L30)

$
$

39,503
50,307

32
33

Test Year Combined Income Tax, RUCO As Adjusted (RLM-6, Col. (C), L23)
RUCO Adjustment (L31 - L32) (See RLM-6, Col. (D), L23)

$
$

39,672
10,535

34 Applicable Federal Income Tax Rate (Col. (D), L30 l Col, (C), L24) 27.39%

$

r

35
36
37

CALCULATION OF INTEREST synchronization;
Rate Base (Sch. RLM-2, Col. (H), L15)
Weighted Avg. Cost Of Debt (Sch. RLM-16, Col. (F), LI)
Synchronized Interest (L35 X L36) $

2,631 ,542
3.02%

79,371
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A~08-0227
Test Year Ended December 31 , 2007

Mohave Wastewater District
Schedule SURR RLM-2A

Page 1 of 1

RATE BASE - ORIGINAL COST

LINE

no.
1

DESCRIPTION
Gross Utility Plant In Service

(A)
COMPANY
AS FILED

OCRB/FVRB
$ 7,154,300

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

s (2,043,042)

(C)
RUCO

ADJ'TED
OCRB/FVRB

5 5,111 ,259

2
3

Accumulated Depreciation
Net Utility Plant in Service (Sum LI &LE)

$
$

(367,213)
6,787,087 5

55,176
(1,987,866)

$
$

(312,037)
4,799,221

4 Advances In Aid Of Const. $ $ $(1 ,414,706)
0

(668,945) $ $
$
$

5
6
7

Contribution In Aid Of Const.
Accumulated Amortization Of CIAC

NET CIAC (LE + L7)

$
$
$ (668,945) $

(65,395)

(65,395)

(1 ,414,706)

(734,340)

(734,340)

8 imputed Regulatory Advances $ $ s

9 Imputed Regulatory Contributions s (131 ,237) s $ (131,237)

10 Customer Meter Deposits $ $ $

11 Deferred Income Taxes And Credits $ 105,590 $ s 105,590

12 Investment Tax Credits S $ $

13 Deferred Debits $ s 7,701 $ 7.701

14 Allowance For Working Capital $ 62,360 $ (63,047) $ (687)

15
16
17

Utility Plant Acquisition Adjustment
Rounding

TOTAL RATE BASE (Sum L's 4, 5, & B Thru 17)

$
s
$ 4,740,149

$
$
$ (2,108,607)

$
$
$ 2,631 ,542
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Arizona-Amercian Water Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule SURR RLM-5

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6

ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

1
2
3

s 341
341

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 2 - Line 1

Materials And Supplies As Per Company
Materials And Supplies As Per RUCO
Adjustment $

4
5
6

$ 3.661
3,661

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 . Line 4

Prepayment As Per Company
Prepayment As Per RUCO
Adjustment $

7
8
g

Cash Working Capital As Per Company
Cash Working Capital As Per RUCO
Adjustment

s 58,358
(4,689)

(63,047)

Company Schedule B-5, PG. 1
RUCO Schedule RLM-5, Page 2

Line 8 - Line 7

10 TOTAL ADJUSTMENT (See RLM-2, Column (G))

$

$ (63,047) Sum Lines 3, 6 & 9

L
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Arizona-Amercian Water Company
Docket Nos. SW 8< W-01303A-08~0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule SURR RLM-5

Page 2 of 2
EXPLANATION OF RATE BASE ADJUSTMENT no. 6 in CONT'D

LEADILAG DAY SUMMARY

(6) (D) (E)

LINE
no. DESCRIPTION

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

(C)
RUCO

EXPENSES
AS ADJUSTED

(LEAD)/LAG
DAYS

DOLLAR
DAYS

$ 108,996 $ (1,678) $ 107,318 12.0000 $ 1,287,8161
2
3
4
5
6
7
8
9

10
11
12
13

(139,961 )
(1 ,489)

73,650
9,214

(13,733)
122, 176
24,046
18,447
7,294

16,497
1,613

32.4200
28.4700
30.0000
(3.8800)
(46445)
45.0000
45.0000
7.4600

(10.681B)

2,387,733
262,323
(4t 1 ,99o)
(474,045)
(111 ,e82)
830,115
328,230
123,068
(17,230)

73,650
9,214

126,228
123,665
24,C46
18,447
7,294

16,497
1,613

248,398
51,688

(248,398)
(12,019) 39,669 30.0000 1,190,072

14
15
16

Appropriate Operating Expenses:
Labor
Purchased Water
Fuel 8 Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Insurance Other Than Group
Customer Accounting
Rents
Depreciation 8 Amortization
Other Operating Expenses

Taxes:
Taxes Other Than Income
Property Taxes
Income Tax

9,778
37,922
9,778

4,310
40,529

9,778
42,232
50,307

15.8511
212.5000
42.0402

153,036
8,974,198
2,114,911

17 Interest Expense 79,371 79,371 106.5200 8,454,564

18 Total Appropriate Operating Expenses s 867,214 $ (279,336) $ 587,879 $ 25,091,120

19 Expense Lag Line 18, Col. (E) / (oz) 42.68

20 Revenue Lag RUCO Workpapers 39.77

21 NetLag Line 20 - Line 19 (2.91)

22 RUCO Adjusted Expenses Col. (C). Line 18 $ 587,879

23 Cash Working Capital Line 21 X Line 22 / 365 Days (4,689)

24 Company As Filed Co. Schedule B-6, Page 1 58,358

25 Difference Line 23 - Line 24 $

26 ADJUSTMENT (See RLM-5, Page 1, L 9) Line 25 $

(63,047)

(63,047)

References:
Column (A): - Company Schedule B-6
Column (B): RUCO Operating Income Adjustments (See Schedule RLM-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-6
Column (E): Column (C) X Column (D)
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Arizona-Amercian Water Company
Docket Nos. so & W-0130i3A-08-0_27
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule suRe RLM-6

Page 1 of 1

OPERATING INCOME

LINE
no.

(A)
COMPANY

AS
FILED

(8)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROP'D

CHANGES

(E)
RUCO

AS
RECOMM'D

$ 791,279 $ $ 791,279 $ 32,777 IB 824,0561
2
3
4

DESCRIPTION
Revenues:

Metered Water Revenues
Unmetered Water Revenues
Other Revenues
TOTAL OPERATING REVENUE $

4,882
796,161 $ $

4,882
796,161 $ 32,777 $

4,882
828,938

35 108,996 $ (1,678) $ 107,318 $ $ 107,318

(139,961)
(1,489)

(19,159)

10,121

(115,056)
4,310

73,650
9,214

(13,733)
122,176
24,046
18,447
2,981
7,294

16,497
1,613
7,874

26,847
4,948

133,342
42,232
9,778

50,307

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Operating Expenses:
Labor
Purchased Water
Fuel 8= Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions `
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes - Property Taxes
General Taxes - Other
Income Tax
Rounding

73,650
9,214

126,228
123,665
24,046
18,447
22,140
7,294

16,497
1,613
7,874

16,726
4,948

248,398
37,922
9,778

(76,894) 116,566

73,650
9,214

(13,733)
122,176
24,046
18,447
2,981
7,294

16,497
1,613
7,874

26,847
4,948

133,342
42,232
9,778

39,672 10,635

25 TOTAL OPERATING EXPENSES $ 780,542 $ (146,346) $ 634,196 $ 10,635 $ 844,831

26 OPERATING INCOME (LOSS) $ 15,619 $ 146,346 s 161,965 $ 22,142 $ 184,107

References:
Column (A): Company Schedule C-1
Column (B): RLM-7, Columns (B) Thru (H)
Column (C): Column (A) + Column (B)
Column (D): RLM-1, Pages 1 & 2
Column (E): Column (C) + Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule SURR RLM-8

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1

PROPERTY TAX COMPUTATION

LINE

no. DESCRIPTION REFERENCE (A) (B)

Calculation Of The Company's Full Cash Value:

$1

2
3
4
5

Annual Operating Revenues:
Adjusted Test Year Revenue
Adjusted Test Year Revenue
RUCO Proposed Revenue

Total Three Year Operating Revenues
Average Annual Operating Revenues

Schedule RLM-7
Schedule RLM-7
Schedule RLM-6

Sum Of Lineal, 2 81 3
Line 4 / 3

$

796,161
796,161
828,938

2,421 ,260
807,087

6 Two Times Three Year Average Operating Revenues Line 5 X2 $ 1,614,173

7
8

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

Co. Sch. E-1, Page 2
Line 7 X 10%

$ 1,689,307

$ 168,931

Company Workpapers
Company Workpapers

Line 9 + Line 10

$9
10

11

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dap. Of Transportation Equipment

Book Value Of Transportation Equipment $

12 Company's Full Cash Value ("FCV") Sum Of Lines 6, 8 81 11 $ 1,783,104

Calculation Of The Company's Tax Liability:

13
14

MULTIPLYz
FCV X Valuation Assessment Ratio X Property Tax Rates;

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 8

23.0%
410,114

15
16
17

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability

Company Workpapers
Company Workpapers

Line 15 + Line 16

10.30%
0.00%

10.30%

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 42,232

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 37,922

20 Increase (Decrease) In Property Tax Expense Line 18 - Line 19 $ 4,310

v

21 RUCO Adjustment (See RLM-6, Column (B)) Line 20 $ 4,310



Arizona-Amercian Water Company
Docket Nos. SW a W-01303A-08-0227
Test Year Ended December 31 . 2007

Mohave Wastewater District
Schedule SURR RLM-9

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT

TEST YEAR
DEPRECIATION

EXPENSEACCOUNT NAME

TOTAL
PLANT

VALUE DEP. RATES

5
2.00%
2.00%
2.00%
2.04%
5.42%

32.314

23.113

3.50% 28803.788
?éi542?8§:BQE.

14.311
2¢*z9856a

44.237

5.00%
5.00%
447%
371%
10.30%
5.10%

23.978

301000
352000
354200
360000
361100
362000
363000
364000
371100
380100
380300
380500
380600
393000
394000
396000
398000
TOTAL

Organization
Franchises
Structures and improvements
Sewer Lines
WW Collecting Mains
WW Special Collecting Struck
WW Services Sewer
WW Flow Measuring Devices
WW Pumping Equipment Elect
WW Equipment Sed Tanks/Acc
WW TD Equipment Sldge Dry/Flt
WW TD Equipment Chem Trmt Plant
WW TD Equipment Other Disposal
WW Tool Shop & Garage Equipment
WW Laboratory Equipment
Communication Equipment
Other Plant

TEST YEAR DIRECT UPIS AND DEPRECIATION EXPENSE 5.111.259 183.932

SUB-TOTAL TEST YEAR CORPORATE UPIS AND DEPRECIATION EXPENSE

SUB-TOTAL POST TEST YEAR DEPRECIATION EXPENSE ON UPIS

TOTAL DEPRECIATION EXPENSE ON UPIS 183.932

AMORTIZATION OF DEFERRED DEBIT . Y2K COSTS

AMORITZATION OF REGULATORY ASSETS

AMORTIZATION OF CONTRIBUTIONS (18,093)

AMORTIZATION OF REGULATORY CIAC (32,497)

133.342
Rounding

TOTAL DEPRECIATION EXPENSE

Company AS Filed
Difference

248.398
(115,056)

RUCO Adjustment (See RLM-7, Column (C)) (115,056)

References
Column (A)t RLM~3, Page 7, Column (D)
Column (B): RLM<3, Page 1, Column (A)
Column (C); Column (A) X Column (B)
Represents 50% of Post Test Year Treatment Plant
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule SURR RLM-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

INCOME TAX EXPENSE

(A) (8)
LINE
no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES'

1 Sch. RLM-6, Column (C), L26 + L23 $ 201 ,637

2
3

4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 20

Line 1 - Line 2 - Line 3 $

8,520
79,371

113,747

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch. RLM-1, pg 2, Col. (D), L34
Line 4 X line 5 $

27,39%
31,152

STATE IN COME TAXES:

7 Line 1 $ 201,637

8
9

Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Note (A) Line 20
Line 7 - Line 8 $

79,371
122,266

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ 8,520

12
13
14

TOTAL INCOME TAX EXPENSE:
Federal Income Tax Expense
State \income Tax Expense

Total Income Tax Expense Per RUCO

Line 6
Line 11

Line12 + Line 13

$ 31 ,152
8,520

39,672

15 Total Income Tax Expense Per Company (Per Company Sch. C-1 ) (76,894)

16 Total Income Tax Adjustment Line 14 - Line 15 $ 116,566

17 RUCO Adjustment (See Sch. RLM-7, Column (J)) Line 16 $ 116,566

\

18
19
20

$

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. RLM-2, Col. (H), L17)
Weighted Cost Of Debt (Sch. RLM-16 Col. (F), LI )
Interest Expense (L18 X L19) $

2,631 ,542
3.02%

79,371
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Arizona-Amercian Water Company
Docket Nos. SW a. W-01303A~08-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule SURR RLM-RD

Page 1 of 2

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE
PROPOSED REVENUE

(B) (C)(A) (G)

LINE
no.

TEST YEAR
DETERMlN'TS

DWELLING
UNiT COUNT

ANN'ZED
ADJUSTM'TS

(D)
TEST YEAR

ADJUSTED
DETERMIN'TS

(E)
PRESENT

CHARGES a.
USAGE FEES

(F)
RUCO

TEST YEAR
REVENUES

TOTAL
REVENUES

1

DESCRIPTION
RESIDENTIAL CUSTOMERS

p1 Ms1 1,215 14,583 14,583 s 51 .67 $ 753,524 s 753,524

2 COMMERCIAL CUSTOMERS
PZMS1 5 132 t32 $ 5167 s 6,821 s 6,821

3
4

PZMS4
Volume Charge - All Usage

2
214,945

26
5,638

26
5,ssa

$
$

66.60
4.50

$
$

1,747
25,953

$
$
s

1 ,747
25,953
27.700

5 TOTAL COMMERCIAL CUSTOMERS REVENUE $ 34,521

6
OPA CUSTOMERS

P4MS1 13 156 156 s 51.57 $ 5,061 s 6,061

7
EFFLUENT SALES CUSTOMERS

P7A1 1 206 206 s 143.85 $ 29,704 $

s

29,704

825,809e TOTAL MOHAVE WASTEWATER . BILLED REVENUES

9
10

t,21s 14,583 14,583 $ 51.67 5 753,524 s 753,524

5
2

214,945
13
1

132
26

5,s3a
156
206

132
26

5.638
156
206

$
$
$
$
$

51.67
66.60
4.60

51.67
143,85

s
$
$
$
$

6,821
1 ,747

25,953
8,061

29,704

$
s
s
s

a,568
25,953
a,061

29,704

11
12
13
14
15

RESIDENTIAL
COMMERCIAL

PZMS1
p2Ms4
p2Ms4 . VOLUME CHARGE

OPA
EFFLUENT SALES

TOTAL MOHAVE WASTEWATER
BILLED REVENUES 1,229 s _825,809 .

38
39
40

TOTAL RUCO PROPOSED REVENUE PER BILL COUNT
Unreconciled Difference vs. Billed Revenues

REVENUE PER BILL COUNT
Other Revenue

$ 825,809
(1 ,753)

824,056
4,aa2

41
42 TOTAL REVENUE

PROPOSED REVENUE PER FILING
Difference
Percentage Difference

$
s
s

820,938
028.930

0
0.00%43

44
47
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Arizona~Amerciarl Water Company
Docket Nos. SW & W-01303A-0B-0227
Test Year Ended December 31, 2007

Mohave Wastewater District
Schedule SURR RLM-RD

Page 2 of 2

TYPICAL RESIDENTIAL BILL ANALYSIS

(A) (B) (C) (D) (E) ( F )
LINE
NO DESCRIPTION PRESENT COMPANY PROPOSED RUCO PROPOSED

1

2

s 92.20%
780°/1

100.00%Ju

REVEN UE ALLOCATION
RESIDENTIAL
OTHER

TOTAL 5

724,046
68,553

792,599

9135%
8.65%

100.00%

s

s

1,309,553
125,625

1.435.179

91 .25%
8.75%

100.00%

s

s

874,671
73,962

348,533

4
5
6

ALLOCATIONRATIOS
FIX REVENUE
VARIABLEREVENUE

TOTAL

s 9337//a
8.53%

100.00%

$

$

1 ,a2a,452
96,728

1 ,43s,17s

93.26%
6.74%

100.00%

s

s

884,027
64,506

948,633

93. 19%
6.81 %

100.00%s

740_024
52,575

792,599

RESIDENTIAL (5/8" x 3l4") RATE DESIGN PRESENT COMPANY PROPOSED RUCO P ROPOSED

7 s 4965 s 89.80 s 59.98

a
9

BASIC MONTHLY CHARGE
COMMODITY CHARGE

PRESENT
Flat Rate
EMuent . All Acre Feet

PROPOSED
Fla! Rate
Effluent » All Acre Fest

s
s

2.00
200.00

s
s

8.00
250.00

s
s

534
1 ease

RESIDENTIAL BILL COMPARISONS

MONTHLY
CONSUMPTION

PRESENT
MONTHLY
CHARGE

RLICO PROP'D
MONTHLY
CHARGE

Rico PROP'D
MONTHLY
INCREASE

RUCO PROP'D
MONTHLY

% INCREASE

10 Fiat Rats s 43.65 s 53.98 s 10.33 20.80%
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A~08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District

TABLE OF CONTENTS TO RLM SURREBUTTAL SCHEDULES

SCH.
NO.

PAGE
no. TITLE

SURR RLM-1 1 &2 REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

SURR RLM-2A 1 RATE BASE

SURR RLM-2 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

suRe RLM-6 1 OPERATING INCOME

SURR RLM-7 1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

SURREBUTTAL TESTIMONY, RLM ACRM REVENUE

SURREBUTTAL TESTIMONY, RLM LABOR EXPENSE

RLM TANK MAINTENANCESUFQREBUTTAL TESTIMONY,

SURREBUTTAL TESTIMONY, RLM CHEMICAL EXPENSE

SURREB AL TESTIMONY, RLM WATER TESTING EXPENSE

SURR RLM-8 1 OPERATING INCOME ADJUSTMENT NO, 1 _ PROPERTY TAX COMPUTATION

SURR RLM-9 1 OPERATING INCOME ADJUSTMENT NO, 2 4 TEST YEAR DEPRECIATION EXPENSE

SURR RLM-13 OPERATING INCOME ADJUSTMENT NO. 7 . INCOME TAX EXPENSE

SURR RD-1 1 & 2 RATE DESIGN AND PROOF OF RECOMMENDED REVENUE

SLJRR RD-2 1 TYPICAL RESIDENTIAL BILL ANALYSIS
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-1

Page 1 of 2

SURREBUTTAL REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY

OCRB/FVRB
COST

(B)
RUCO

OCRB/FVRB

COST

1 Original Cost Rate Base $ 40,864,986 $ 39,222,581

2 Adjusted Cperating Income (Loss) $ 1 ,552,498 $ 2,057,329

3 Current Rate Of Return (L2 /LI ) 3.80% 5.25%

4 Required Operating Income (L5 XLI ) $ 3,432,659 $ 2,745,581

5 Required Rate Of Return On Fair Value Rate Base 8.40% 7.00%

5 Operating Income Deficiency (LE -LE) $ 1,880,161 s 688,252

7 Gross Revenue Conversion Factor (RLM-1, Page 2) 1 .6496 1 .6286

8 Increase In Gross Revenue Requirement (L7 X L6)

9 Adjusted Test Year Revenue $ 7,848,732 $ 8,220,585

10 Proposed Annual Revenue (LB + LE) $ 10,950,282 s 9,341 ,496

11 Required Percentage Increase In Revenue (L8 l LE) 39.52% 13.64%

12 Rate Of Return On Common Equity 11.91% 8.88%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule RLM-1 Page 2, RLM-6, And RLM-16
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-1

Page 2 of 2

SURREBUTTAL GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (8) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - L2)
Revenue Conversion Factor (LI /LE)

1.0000
0.3860
0.6140

5
6
7
8
9

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X LB)
Combined Federal And State Income Tax Rate (LE + LE)

100,0000%
6.9680%

93.0320%
34.0000%
31 .6309%
38.5989%

11
12
13

s 2,745,581
2,057,329

Required Operating Income (Sch. RLM-1, Pg 1, C (B), L4)
Adj ld T.Y. Oper'g Inc. (Loss) (Sch. RLM-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 - L12) $ 688,252

14
15
16

17

Income Taxes On Recommended Revenue (Col. (D), L31) 981,336
Income Taxes On Test Year Revenue (Col. (D), L32) 548,677
Required Increase In Revenue To Provide For Income Taxes (L14 - L15) $

$

432,659

1,120,911Total Required Increase In Revenue (L13 + L16)
RUCk

Recommended
S 9,341 ,496

5,614 ,579
1,184 ,522
2,542,395

6.9680°/9
$

8 177,154

18
19
20
21
22
23
24
25
26
27
28
29
30
31

$
$

2,365,241
7,500
6,250
5,500

91 ,550
690,282

CALCULATION OF INCOME TAX
Revenue (Sch. RLM-1, Pg 1, Col. (B), L10)

Operating Expense Excluding Income Tax (RLM-6, Col. (E), L25 - L23)
Synchronized interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable income (L2t - L23)
Fed. Tax On 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax On 2nd inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Ta( On 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax On 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax On 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal And State Income Tax (L23 + L30)

$
$

804,182
981 ,336

32
33

Test Year Combined Income Tax, RUCO As Adjusted (RLM-6, Col. (C), L23)
RUCO Adjustment (L31 - L32) (See RLM-6, Col. (D), L23)

$
$

548,677
432,659

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 34.00%

35
36
37

$
CALCULATION OF INTEREST SYNCHRONIZATION:
Rate Base (Sch. RLM-2, Col. (H), L15)
Weighted Avg. Cost Of Debt (Sch. RLM-16, Col. (F), LI)
Synchronized Interest (L35 X L36) $

39,222,581
3.02%

1 ,184,522



9

I

I
I

Arizona-Amercian Water Company
Docket Nos. SW 8. W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-2A

Page 1 of 1

SURREBUTTAL RATE BASE . ORIGINAL COST

LINE

no.
1

DESCRIPTION
Gross Util ity Plant In Service

(A)
COMPANY
AS FILED

OCRB/FVRB
$ 61 ,588,447

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

s (70,735)

(C)
RUCO

ADJ'TED
OCRB/FVRB

s 61 ,517,713

2
3

Accumulated Depreciation
Net Utility Plant In Service (Sum LI &LE) $

(12,099,985)
49,488,462 $

476,662
405,927 $

4 Advances in Aid Of Const. $ (1,704,269) $ $

(11,623,323)
49,894,389

0
(1 ,704,269)

$ $ (322,588) $5
6
7

Contribution In Aid Of Const.
Accumulated Amortization Of GIAC

NET CIAC (LB + L7) $

(12,789,338)
5,539,222

(7,250,116) $ (322,588) s

(13,111,9261
5,539,222

(7,572,704)

8 Imputed Regulatory Advances $ $ $

9 imputed Regulatory Contributions $ $ $

10 Customer Meter Deposits $ (12,600) $ $ (12,600)

11 Deferred income Taxes And Credits $ (1 ,600,604) $ $ (1,6001604)

12 Investment Tax Credits $ $ s

13 Deferred Debits $ 1,238,398 $ (1,083,637) s 154,761

14 Allowance For Working Capital $ 705,715 $ (642,107) $ 63,608

15
16
17

Utility Plant Acquisition Adjustment
Rounding

TOTAL RATE BASE (Sum L's 4, 5, & 8 Thru 17)

$
$
$ 40,864,986

$
$
$ (1 ,642,405)

$
s
s 39,222,581

References:
Column (A): Company Schedule B-1
Column (B): Schedule RLM-2
Column (C): Column (A) + Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW 8. W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-6

Page 1 of 1

SURREBUTTAL OPERATING INCOME

LINE
no.

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(0)
RUCO
PROPD

CHANGES

(E)
Ruck

AS
RECOMM'D

1
2
3
4

DESCRIPTION
Revenues:

Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues
TOTAL OPERATING REVENUE

$ 7,832,113 $ 371,853 s 8,203,966 $ 1,120,911 $ 9,324,877

$
16,619

7,848,732 $ 371,853 $
16,619

8,220,585 $ 1,120,911 $
16,619

9,341,496

$ 715,B59 $ (12,536) $ 703,323 $ $ 703,323

(51,945)
290

(11 ,119)

693,068
185,037

693,068
185,037

(10,096)
(367,350)
(26,530)
26,030

5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes - Property Taxes
General Taxes - Other
Income Tax
Rounding

693,068
236,982

(290)
923,778
184,827
130,911
21 ,283
45,435

123,742
21 ,467
87,860

351 ,828
578,292

1,615,824
268,996

67,972
228,400

1
320,277

912,659
184,827
130,911

21 ,283
45,435

123,742
21,467
87,860

341 ,732
210,942

1,589,294
295,026

67,972
548,677 432,659

912,659
184,827
130,911
21 ,283
45,435

123,742
21,467
87,860

341,732
210,942

1589,294
295,026

67,972
981,336

25 TOTAL OPERATING EXPENSES $ 6,296,235 $ (132,978) $ 6,163,256 $ 432,659 $ 6,595,915

26 OPERAT\NG INCOME (Loss) 55 1 ,552,497 $ 504,831 $ 2,057,329 $ 688,252 $ 2,745,581

References:
Column (A): Company Schedule C-1
Column (B): RLM-7, Columns (B) Thru (H)
Column (C): Column (A) + Column (B)
Column (D): RLM-1, Pages 1 & 2
Column (E): Column (C) + Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW 8. W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-8

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1

PROPERTY TAX COMPUTATION

LINE

no. DESCRIPTION REFERENCE (A) (B)

Calculation Of The Company's Full Cash Value:

$1

2

3

4

5

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Sch. RLM-6, Col (C). Ln 4
Sch. RLM-6, Col (C), Ln 4
Sch. RLM-6, Col (D), Ln 4

Sum Of Lines 1, 2 & 3
Line 4 / 3

$

8,220,585
8,226,585
9,341 ,496

25,782,666
8,594,222

6 Two Times Three Year Average Operating Revenues Line 5 X2 $ 17,188,444

$ 1,438,0157

8

ADD:

10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP

10% of CWIP

Co. Sch. E-1, Page 2

Line 7 X 10% $ 143,802

$9
10

11

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dap. Of Transportalion Equipment

Book Value Of Transportation Equipment

Company Workpapers
Company Workpapers

Line 9 + Line 10 $

12 Company's Ful! Cash Value ("FCV") Sum Of Lines 6, 8 & 11 $ 17,332,245

Calculation Of The Company's Ta><Liability:

13
14

MULTIPLY:
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 $

23.0%
3,986,416

15
16

17

Property Tax Rates:

Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability

Company Work papers
Company Workpapers

Line 15 + Line 16

7.40%
0.00%
7.40%

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 295,026

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 268,996

20 Decrease In Property Tax Expense Line 18 Line 19 $ 26,030

21 RUCO Adjustment (See RLM-6, Column (B)) Line 20 $ 26,030
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Arizona-Amercian Water Company
Docket Nos. SW & w-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-9

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
TEST YEAR DEPRECIATION EXPENSE

LINE

NO. ACCOUNT NAME

(C)
TEST YEAR

DEPRECIATION

EXPENSE
$

(A)
TOTAL
PLANT

VALUE
15, 350 S

10,520

8,324

(489,625) (12,241)

20,468,880
23,764
5,731

409,378
356
229

3,036
(8,633)

121
(344)

1 ,e44,1s6
554,631

3,487,801
190

40,775
24,348

153,114
8

9,826,154 693,726

66,6522,115,945
2,395,291

114,959
5,046,297
9,132,419

14,058
2,724,759

350,869
148,305

1,054,321

(B)
COMPANY

PROPOSED

DEP. RATES
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.50%
3.99%
2.00%
1.50%
3.99%
0.00%
3.99%
3.99%
0.00%
2.48%
4.39%
4.39%
4.39%
0.00%
7.06%
1.11 %
3.15%
0.00%
4.17%
2.52%
2.34%
1.53%
4.72%
2.51 %
1.51 %
2.10%
0.00%
0.00%
4.04%
10.00%
25.00%
7.13%
22.00%
7.80%
0.93%
3.61 %

10.00%
4.64%
9.76%
4.93%

4,794
127.167
213,699

215
128,609

8,807
2,239

22,141

1
2
3
4
5
6
7
8
9

10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
43

ACCOUNT

NO,
301000
302000
339600
303200
303300
303500
303600
304100
304200
304300
304400
304500
304600
304700
304800
305000
307000
310100
311200
311300
311500
320100
309000
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
340300
340500
341100
341300
341400
343000
344000
345000
346100
346300
TOTAL

SU8TOTAL

Organization
Franchises
Miscellaneous intangibles
Land & Land Rights SS
Land 81 Land Rights P
Land 81 Land Rights TD
Land 8< Land Rights AG
Struck 8< Imp SS
Struct 8. Imp P
Struck 8. Imp WT
Struck 8. top TD
Struck 81 Imp AG
Struck 8. Imp Offices
Struct 8. Imp Store, Shop, & Garage
Struck 81 top Misc
Collect 8. impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Supply Mains
Dist Reservoirs & Standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mains Gin to Bin
TD Mains 10in lo 16in
Fire Mains
Services
Meters
Meter installations
Hydrants
Other P/E intangible
Other P/E TD
Office Furniture & Equip
Comp & Periph Equip
Computer Software
Other Office Equipment
Trans Equip Lt Duty Tris
Trans Equip Autos
Trans Equip Other
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

TEST YEAR DIRECT pis AND DEPRECIATION EXPENSE
TEST YEAR CORPORATE UPIS AND DEPRECIATION EXPENSE

$

58,812
38,291
14,710

674
(0)

3,541
27,905

111,116
17,620
96,131

386,889
58,841

59,462,031
120,225

$

2,375
a,s29
3,678

48
(0)

276
260

4,011
1,762
4,46o

37,760
2,901

1,945,155
26,819

TOTAL DEPRECIATION EXPENSE ON UPIS 1,971,973

SUB-TOTAL

72
(382,752)

$

44
45
47
48
49
50
51
52
53

POST TEST YEAR DEPRECIATION EXPENSE ON UPIS
AMORTIZATION OF DEFERRED DEBIT - Y2K COSTS
AMORITZATION OF REGULATORY ASSETS
AMORTIZATION OF CONTRIBUTIONS
AMORTIZATION OF REGULATORY CIAC

Rounding
TOTAL DEPRECIATION EXPENSE
Company As Filed
Difference S

1
1,589,294
1,615,824

(26,530)

54
References i

RUCO Adjustment (See RLM-7, Column (C)) $ (26,536)

Column (A): RLM-3, Page 7, Column (D)
Column (8) RLM-3, Page 1, Column (A)
Column (C)1 Column (A) X Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

INCOME TAX EXPENSE

(A) (B)
LINE
no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. RLM-6, Column (C). L26 + L23 $ 2,606,006

2
3
4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 20

Line 1 _ Line 2 - Line 3 $

99,049
1 ,184,522
1 ,322,435

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch. RLM-1, Pg 2, Col, (D). L34
Line 4 X line 5 $

34.00%
449,628

STATE INCOME TAXES'

7 Line 1 SB 2,606,006

8
9

Operating Income Before Taxes
LESS:

interest Expense
State Taxable Income

Note (A) Line 20
Line 7 - Line 8 $

1,184,522
1,421.484

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ 99,049

TOTAL INCOME TAX EXPENSE:
Line 6

Line 11
Line12 + Line 13

$12
13
14

Federal Income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO $

449,628
99,049

548,677

15 Total Income Tax Expense Per Company (Per Company Sch. C-1 ) 228,400

16 Total Income Tax Adjustment Line 14 - Line 15 $ 320,277

17 RUCO Adjustment (See Sch. RLM-7, Column (J)) Line 16 $ 320,277

$18
19
20

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. RLM-2, Col. (H), L17)
Weighted Cost Of Debt (Sch. RLM-16 Col. (F), LI )
InterestExpense (L18 X L19) $

39,222,581
3.02%

1 ,184,522
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Arizona-Amercian Water Company
Docket Nos. SW & w-01303A-08~0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-RD1

Page 1 of 2

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE

PROPOSED REVENUE

(A) (B) (D)
PROPOSED
CHARGES &
USAGE FEES

(E)
RUCO

PROPOSED
REVENUES

(F)

LINE

no .
TEST YEAR

DETERMIN'TS

ANN'ZED
ADJUSTM'TS

(C)
TEST YEAR
ADJUSTED

DETERMlN'TS
TOTAL

REVENUES

1
2
3
4
5
6
7
8
g
10

DESCRIPTION
RESIDENTIAL CUSTOMERS

P1M1A -5/8"
P1M1A - 3/4"
P1 M1A - 1"
p1M1A- 1-1/2"
P1M1A - 2"
P1 M1B . MMwc 5/8"
P1M1B - MMWC 1"
P1M1B -MMWC 1-1/2"
p1M1a - MMWC 2"

Total Customers

-5
-0.08

_4
O
0
o
0
0
0
-9

$
$
$
$
s
s
s
$
$

29.16
30.17
48.65
98.22

156.53
29.16
48.55
98.22

156.53

s 788,377
1 1 ,598

1 ,121 ,659
75,1 10

259,398
699

25,190
23,615
20,678

2.258
32

1 ,926
GO
138
2
43
20
11

4,494

2,253
32

1 ,921
64
138
2
43
20
11

4,484 $ 2,326,324

11
12
13
14

Commodity Usage
First Tier- First 25,000 Gals.
Second Tier - Next 55,000 Gals.
Third Tier - Over 80,000 Gals.

Total Usage

892,767
796,125
548,95G

2,237,872

-2,550
-1 ,685
-253

4.489

890,216
794,440
548,727

2,233,383

$
$
$

1 .3417
2.3258
2.9120

$ 1 ,194,436
1 ,847,733
1 ,597,879

15 TOTAL RESIDENTIAL CUSTOMERS REVENUE

$ 4,640,048

$ 6,966,372

16
17
18
19
20
21
22
23
24

COMMERCIAL CUSTOMERS
P2M1A . 5/8"
P2M1A - 3/4"
P2M1A - 1"
P2M1A - 1-1/2"
P2M1A - 2"
P2M1A . 3"
P2M1A . 4"
P2M1A - 6"

Sub-Total Customers

67
1
51
25
123
25
1
4

297

-0.42
0

-0.33
-0.17
-1
0
0
0
-2

67
1
51
24
123
25
1
4

295

$
$
$
$
$
$
$
$

29.16
30.17
48.65
98.22

156.53
290.04
482.65
966,82

$ 23,386
362

29,678
28,713

230,235
85,438
5,792

46,407
$ 450,011

25
26
27

-2.917
D

-2,917

394,472
173,333
567.805

$
$

2.3258
3.1034

$ 917,475
537,921

Commodity Usage
First Tier
Second Tier

Sub-Total Usage

397,389
173,333
570,722 $ 1,455,396

1
0.33

1
2

O
0
0

1

0.33

1

2

$
$
$

290.04
482.65
821 .80

2,358
1 ,931

10,445

28
29
30
31

P2M1T - TURF 3"
P2M1T -TURF 4"
p2pvc . CC 6"

Sub-Total Customers $ 14,734

32
33
34

0
0
0

$
$

1 .9614
1 .9042

$ 78,396
353,136

Commodity Usage
P2M1T -TURF 3" & 4"
P2PVC - CC 6"

Sub-Total Usage

39,969
185,447
225,416

39,969
185,447
225,416 $ 431,531

35
36
37
38

Total Customers
Total Usage

First Tier
Second Tier

299
622,805
173,333
796,138

39 TOTAL COMMERCIAL CUSTOMERS REVENUE s 2,351,673
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08~0227
Test Year Ended December 31, 2007

Paradise VaHey Water District
Schedule SURR RLM-RD1

Page 2 of 2

(A) (F)

LINE

no.

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE
PROPOSED REVENUE

(B) (C)
TEST YEAR

TEST YEAR ADJUSTED
DETERMIN'TS DETERMIN'TS

ANN'ZED
ADJUSTM'TS

(D)
PROPOSED

CHARGES &
USAGE FEES

(E)
RUCO

PROPOSED
REVENUES

TOTAL

REVENUES

40 1 0 1 290.04 $3,480$

$ 1.9614 $ 21,67441
42

11,050
11,050

0
0

11,050
11,050 s

$

25,154

43

DESCRIPTION
OPA CUSTOMERS

P4MIT . 3
Commodity Usage

All Usage
Total Usage

TOTAL OPA CUSTOMERS REVENUE 25,154

0
0
0

s
$
$

29.16
48.65

15653

$ 1 ,750
5,914
9,392

44
45
46
47

SALE FOR RESALE CUSTOMERS
P5M1A - OWU/OPA 5/B"
P5M1A .. OWU/OPA 1"
P5M1A - OWU/OPA 2"

Total Customers

5
10
5

20

5
10
5
20 $ 17,056

48
49

7,a55
7,855

0
0

7,855
7,855

$ 2.9493 $ 23,166

50

Commodity Usage
All Usage

Total Usage

TOTAL SALE FOR RESALE CUSTOMERS REVENUE

$

$

23,166

40,222

51
52

PRIVATE FIRE PROTECTION CUSTOMERS
P6M1A

Commodity Usage
69 0

0
69 $ 26.04

No Charge
$ 21,592.46

53 TOTAL PRIVATE FIRE PROTECTION CUSTOMERS REVENUE

TOTAL RUCO PROPOSED REVENUE PER BILL COUNT54

$ 21,592

s 9,405,014

55
56

Unreconciled Difference vs. Billed Revenues
REVENUE PER BILL COUNT

(80,137)
9,324,877

57
58
59
60

Other Water Revenues
TOTAL REVENUE
PROPOSED REVENUE
Difference

$
$

16,619
9,341 ,496
9,341 ,496

0
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Arizona-Amercian Water Company
Docket NOS SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-R02

Page 1 of 1

TYPlCAL RESIDENTIAL BILL ANALYSIS

<A> (B) (C) (D) (E) (F)

LINE
NO. DESCRIPTION PRESENT COMPANY PROPOSED RUCO PROPOSED

1
2
3

REVENUE ALLOCATION
RESIDENTiAL
OTHER

TOTAL

s
s
s

s, 13a,4 as
1 ,75S,Z8B
7,894,774

77 75%
22.25%
100.00%

s
s
s

8,6724282
2 "41 517

11,013.79s

78.74%
21 .26%
100.00%

s
s
s

6,962,424
2,437,259
9,339,683

74.07%
25. 93%

100.00%

4
5
S

ALLOCATIONRATIOS
FIX REVENUE
VARIABLE REVENUE

TOTAL

2,015,921
2,502,680
4.519.601

44.63%
55.37%
10000%

s
s
S

2,720,360
8,293,438

11 ,013,799

24.70%
75.30%
100.00%

s
s
s

2,831,592
6,568,091
9,399,683

30. 12%
59.88%

1 00.00%

RESIDENTIAL (5/B"X 3/4") RATE DESIGN PRESENT COMPANY PROPOSED Rico PROPOSED

7 s 24.34 s 28.00 s 29.16

8
9
10

HAs1c MONTHLY CHARGE
COMMODITY CHARGE

PRESENT PROPOSED
First Tier - First 25,000 Gals. First Tier - Firsl 25,000 Gals
Second Tier- Next 55,000 Gaia. Second Tier - Next 5s,ooo Gala
Third Tier . Over 80,000 Gals. Third Tier - Over 50,000 Gals,

$
s
s

1.2134
z. 1034
2.6334

s
s
s

1 .2883
2.2332
2.7960

s
s
$

1 .3417
2.3258
2.9120

RESIDENTIALBILL COIIIIPARISONS
COST OF WATER SERVICE
AT DIFFERENT LEVELS OF USAGE
WITH PERCENTAGE INCREASE IN BILL

MONTHLY
CONSLJMPT1ON

% OF AVERAGE
MONTHUSAGE
OF 20,493 Gal.

PRESENT
MONTHLY

WATER COST

RUCO PROP'D
MONTHLY

WATER COS T

RUCO PROP'D
MONTHLY
INCREAS E

Rico P ROP'D
MONTHLY

% INCREASE

11
12
13
14
15

5,1 pa
10,472
20,493
30,740
40,386

25.00%
50.o0%
100.00%
150.00%
200.00%

s
s
s
5
s

30.56
37.05
49.21
69.79
96.77

s
s
s
$
s

36.04
43.21
56.66
76.06
99.89

$
$
5
s
$

5.48
6.17
7.45
5.26
3.11

17.93%
16.64%
15.14%
8.98%
3.22%
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SUN CITY WEST WATER DISTRICT
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Arizona-Amercian Water Company
Docket NOS. SW 8 W~01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District

TABLE OF CONTENTS TO RLM SURREBUTTAL SCHEDULES

PAGE
NO, TITLE

SURR RLM4 1 & 2 REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

suRe RLM-2A 1 RATE BASE

SURR F<Lm-2 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

SURR RLM-5 1 & 2 ALLOWANCE FOR WORKING CAPITAL

SURR RLM-6 1 OPERATING INCOME

suRe RLM-7 1 SUMMARY OF OPERATiNG INCOME ADJUSTMENTS

ACRM REVENUE

LABOR EXPENSE

TANK MAINTENANCE

CHEMICAL EXPENSE

SLJRREBUTTAL TESTIMONY, RLM

SLJRREBUTrAL TESTIMONY, RLM

SURREBUTTAL TESTIMONY, RLM

SURREBUTTAL TESTIMONY, RLM

SLJRREBUTTAL TESTIMONY, RLM WATER TESTING EXPENSE

suRe RLM-8 1 PROPERTY TAX COMPUTATION

SURR RLM-9 1 TEST YEAR DEPRECIATION EXPENSE

suRe R_M-13 1 INCOME TAX EXPENSE

SURR RD-1 1 a 2 RATE DESIGN AND PROOF OF RECOMMENDED REVENUE

S C H.
n o .

SURR RD-2 1 TYPICAL RESIDENTIAL BaLL ANALYSIS
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Arizona-Amercien Water Company
Docket Nos. SW & W-01303A-08-0_27
Test Year Ended December 31, 2007

Sun City West Water District
Schedule SURR RLM-1

Page 1 of 2

SURREBUTTAL REVENUE REQUIREMENT

LINE

NO. DESCRIPTION

(A)
COMPANY

OCRB/FVRB
COST

(8)
RUCO

OCRB/FVRB

COST

1 Original Cost Rate Base $ 37,901,085 s 38,260,070

2 Adjusted Operating Income (Loss) 58 587,425 s 609,674

3 Current Rate Of Return (L2 /LI ) 1.55% 1 .59%

4 Required Operating Income (L5 X LI ) $ 3,183,691 $ 2,678,205

5 Required Rate Of Return On Fair Value Rate Base 8.40% 7.00%

6 Operating Income Deficiency (L4 - L2) $ 2,596,266 $ 2,068,531

7 Gross Revenue Conversion Factor (RLM-1, Page 2) 1.6471 1 .6286

8 Increase In Gross Revenue Requirement (L7 X LE)

9 Adjusted Test Year Revenue $ 5,701 ,431 $ 5,857,266

10 Proposed Annual Revenue (LB + LE) $ 9,977,736 $ 9,226,148

11 Required Percentage Increase In Revenue (LB /LE) 75.00% 57.52%

12 Rate Of Return On Common Equity 11.91% 8.88%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule RLM-1 Page 2, RLM-6, And RLM-16
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule SURR RLM-1

Page 2 of 2

SURREBUTTAL GROSS REVENUE CONVERSION FACTOR

LINE
no. DESCRIPTION (A) (8) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR;
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - LE)
Revenue Conversion Factor(LI /LE)

1.0000
0.3860
0.6140

5
6
7
8
9
10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X LB)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
669680%

93.03200/1
34.0000%
31.6309%
38.5989%

$ 2,678,205
609,674

11
12
13

Required Operating Income (Sch. RLM-1, Pg 1, C (B), LE)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. RLM-1, Pg 1, C (B), L2)
Required increase in Operating Income (L11 - L12) $ 2,068,531

Income Taxes On Recommended Revenue (Col. (D), L31) 957,254
Income Taxes On Test Year Revenue (Col. (D), L32) (343,097)
Required Increase In Revenue To Provide For Income Taxes (L14 .. L15)

$14
15
i s

17 Total Required Increase In Revenue (L13 + L16)

$ 1,300,351

$ 3,368,882
RUCO

Recommended
$ 9,226,148

5,590,689
1,155,454
2,480 ,005

6.9680%
$

$ 172,807

$
$

2,307,198
7,500
6,250
8,500

91 ,650
670,547

18
1 g
20
21
22
23
24
25
26
27
28
29
30
31

CALCULATION OF INCOME TAX
Revenue (Sch. RLM-1, Pg 1, Col. (B), L10)

Operating Expense Excluding Income Tax (RLM-6, Col, (E), L25 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax On 1st inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax On 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed, Tax On 3rd inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax On 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax On 5th ll'\C. Bracket ($335,001 - $1om) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal And State income Tax (L23 + L30)

$
$

784,447
957,254

$
$

(343 ,097)32
33

Test Year Combined Income Tax, RUCO As Adjusted (RLM-6, Col. (C), L23)
RUCO Adjustment (L31 - L32) (See RLM-6, Col. (D), L23) 1 ,300,351

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col, (C), L24) 34.00%
\

$ 38,260,070
3.02%

1,155,454

35
36
37

CALCULATION OF INTEREST SYNCHRONIZATIONs
Rate Base (Sch. RLM-2, Col. (H), L15)
Weighted Avg. Cost Of Debt (Sch. RLM-16, Col. (F), LI)
Synchronized Interest (L35 X L36) $
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule SURR RLM-2A

Page 1 of 1

SURREBUTTAL RATE BASE . ORIGINAL COST

LINE

NO.

1

DESCRlPTlON
Gross Utility Plant in Service

(A)
COMPANY
AS FILED

OCRB/FVRB
$ 48,893,385

(8)
RUCO

OCRB/FVRB
ADJUSTMENTS

$ 58,091

(C)
RUCO

ADJ'TED
OCRB/FVRB

$ 48,951,476

2

3

Accumulated Depreciation
Net Utility Plant In Service (Sum LI & L3) $

(100514,488)
38,378,897 $

(86,736)
(28,645) s

(10,601 ,224)
38,350,252

4 Advances In Aid Of Const. $ $ $ (1 ,175,373)

s $ (17,318) $5
6
7

Contribution In Aid Of Const.
Accumulated Amortization Of CIAC

NET CIAC (LE + L7) $

(1 ,175,373)
0

(20,548)
1,057

(19,491) $ (17,318) $

(37,866)
1,057

(36,809)

8 Imputed Regulatory Advances $ $ $

9 imputed Regulatory Contributions $ (392,368) $ $ (392,368)

10 Customer Meter Deposits $ (1 ,225) $ $ (1,225)

11 Deferred Income Taxes And Credits $ 1 ,326,577 $ $ 1,326,577

12 Investment Tax Credits $ $ $

13 Deferred Debits $ (777,486) $ 892,284 $ 114,798

14 Allowance For Working Capital $ 561,556 $ (487,336) $ 74,220

15
16
17

Utility Plant Acquisition Adjustment
Rounding

TOTAL RATE BASE (Sum L's 4, 5, & 8 Thru 17)

$
$
$

(2)
37,901 ,085

$
$
$ 358,985

$
$
$

(2)
38,260,070

References:
Column (A): Company Schedule E-1
Column (B): Schedule RLM-2
Column (C): Column (A) + Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule SURR RLM-5

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)

LINE
NO. DESCRIPTION AMOUNT REFERENCE

$ 56,510
56,510

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 2 - Line 1

1
2
3

Materials And Supplies As Per Company
Materials And Supplies As Per RUCO
Adjustment $

$ 24,906
24,906

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

4
5
6

Prepayment As Per Company
Prepayment As Per RUCO
Adjustment $

7
8
9

Cash Working Capital As Per Company
Cash Working Capital As Per RUCO
Adjustment

$ 480,140
(7,196)

(487,336)

Company Schedule B-5, PG. 1
RUCO Schedule RLM-5, Page 2

Line 8 - Line 7

10 TOTAL ADJUSTMENT (See RLM-2, Column (G))

$

$ (487,336) Sum Lines 3, G & 9
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 . CONT'D
LEAD/LAG DAY SUMMARY

Sun City West Water District
Schedule SURR RLM-5

Page 2 of 2

(B) (D) (E)

LINE
no. DESCRIPTION

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

(C)
RUCO

EXPENSES
AS ADJUSTED

(LEAD)/LAG
DAYS

DOLLAR
DAYS

$ $ (13,569) $ 689,648
(2,690)

$

(12,035)

830,074
227,889
987,868
191,120
137,699
58,622

133,476
14,331

12.00
(37.17)
32.42
18.06
10.40

(14.08)
45.00
(68.27)
19.76
(10.50)

8,275,776
99,987

26,912,078
4,114,536

10,273,824
(2,691,333)
6,196,455

(4,002,165)
2,637,194
(150,476)

1
2
3
4
5
6
7
8
9
10
11
12

703,217
(2,690)

830,074
227,889
999,903
191,120
137,699
58,622

133,476
14,331

1,323,541
575,155

(1,323,541)
(85,529) 489,625 30.00 14,688,760

40,691 220,587
65,832

(343,097)

15.07
212.50
28.75

3,325,257
13,989,300
(9,864,028)

13
14
15

Appropriate Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Management Fees
Group Insurance
Pensions
Insurance Other Than Group
Customer Accounting
Rents
Depreciation 8 Amortization
Other Operating Expenses

Taxes:
Property Taxes
Taxes Other Than Income
Income Tax

179.896
65,832

1,308,459 (1,651 ,55e)

16 Interest Expense 1,155,454 1,155,454 106.52 123,078,971

17 Total Appropriate Operating Expenses $ 6,746,524 $ (1,890,085) $ 4,856,438 $ 196,884,137

18 Expense Lag Line 17, Col. <Ew ac) 40.54

19 Revenue Lag Company Response To RUCO DR 8 40.00

20 Net Lag Line 19 - Line 18 (0.54)

21 RUCO Adjusted Expenses Col. (cl, Line 17 $ 4,856,438

22 Cash Working Capital Line 20 X Line 21 /365 Days (7,196)

23 Company As Filed Co. Schedule B-6, Page 1 480,140

24 Difference Line 22 - Line 23 $

25 ADJUSTMENT (See RLM-5, Page 1, L 9) Line 24 $

(487,336)

(487,336)

References:
Column (A): - Company Schedule B-6
Column (B): RUCO Operating Income Adjustments (See Schedule RLM-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-6
Column (E): Column (C) X Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW 8. w-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule SURR RLM-6

Page 1 of 1

SURREBUTTAL OPERATING INCOME

LINE
NO.

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO

PROP'D
CHANGES

(E)
R i c o

AS
RECOMM'D

$ 5,661 ,030 $ 155,835 $ 5,816,865 $ 3,368,882 $ 9,185,7471
2
3
4

DESCRIPTION
Revenues:

Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues
TOTAL OPERATING REVENUE $

40,401
5,701,431 $ 155,835 $

40,401
5,857,266 $ 3,368,882 $

40,401
9,226,148

$ $ (13,569) $ $ $

313
(12,035)

(9,737)

(4,692)
(47,349)
199,003
40,691

689,648
(2,690)

830,074
227,889

4,704
987,868
191 ,120
137,699
24,065
58,622

133,476
14,331
57,226

227,716
199,979

1,522,544
220,587
55,832

957,254

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation 8 Amortization
General Taxes - Property Taxes
General Taxes - Other
income Tax
Rounding

703,217
(2,690)

830,074
227,889

4,391
999,903
191 ,120
137,699

33,802
58,622

133,476
14,331
57,226

232,408
247,328

1,323,541
179,896

65,832
(324,059) (19,038)

689,648
(2,690)

830,074
227,889

4,704
987,868
191 ,120
137,699
24,065
58,622

133,476
14,331
57,226

227,716
199,979

1,522,544
220,587
65,832

(343,097) 1,300,351

25 TOTAL OPERATING EXPENSES $ 5,114,006 $ 133,586 $ $ 1,300,351 $ 6,547,943

26 OPERATING INCOME (LOSS) $ 587,425 $ 22,249 as

5,247,592

609,674 $ 2,068,531 $ 2,678,205

References:
Column (A): Company Schedule C-1
Column (B): RLM-7, Columns (B) Thru (H)
Column (C): Column (A) + Column (B)
Column (D): RLM-1, Pages 1 & 2
Column (E): Column (C) + Column (D)



IO
LD

ll'

8
Q

OP*
L>8
3 <

m
<(

M ..
LD
1-
M..
LO

1-LD
Ecol~:r_in_
c:>r-

m

»- 4"*-®¢U}q®Qg,l('(\lg 1-¢glDg)ql-..p4;~..WG}l~@Ql.Oi'\lG}¢.D(\ll-<"J£ll1"l"-WGJ<")O}m_m_o_m_ r-aa_ v". Lo_ c:>_ f.o_ ~=r_ :Q n_ r-_o1_ u':_ur:_ao_ Q
O)C\lOT"-WI"-*["-W®("1W!"-T-GlC'4QlD(")

. - p m c n m c v m n m - u 1 o l m c ~ 4 n c o w rno too: Q)r"1' T' ChI*lllJt°\l
1"

an r"'Jn (*J*of

O I
G)
Lf)
T -
~=r
" 8
i n

r-

m
O(D

ea be

I I | I I I I t I I I I I I 4

,-.
ascm| l I 1 I I I Q
m1--.1

93
in
CO_
CD1-

-6":-3:
.: CJ*5,;_.|1-
a t i w
3 8 9
'r i b o -gun
*-MQ
Q B
3 23 05(J'J 4"~

_1

3
U)

Qu. :
b E

-8832a -
< as he £6

O I I I I f I I I I I I I t I I I

m

c m
I C * l I l I I I

3

m

C * l

1 -

8
1"
*-.-

*<Hz Q 2
t- U) m
2 Q.
'> E ><
a UJ
< ea ea if?

I I I n

/ "
m
m
( i f

1 -

I I I I I I I I I I I 1 I I I I I

U)
Lo
l..D
m
1"f'\

2,

LO

3 no as
o z

3 88 8
_1 X

D Lu
< ea an uh 49

Lf)

U) 1 | | .I l | | | | |

Lia
m
C)
N

Lom
| | I | I Q | |. I | | | I

cal1- \_
"-I

O Lu
z 4 z

3 2 81 Xa LLI
< as ea he

q
I I I I

m1-
I | | | gr] | | I I I I I I I I I I

in1-
m

8

4
o 11.1<z»-8

U)
CB 5
<( ah so in

I I I I I I I I I I I I I I I I

P*
of

I I"-_

8
| n |

r-
on
"z
cm

Ia ah

O
°? Eu 'T
E E E_| _| ...I
c m ac

1 -

* T
E
....|
H z

cum
'r'T
E E.J..J
Ira:

I I I 4

mO
mQC)
cmm1-

"'up
o</=L*J<402 0 2
I - W
§»Q><
saw
~z zt-n

-8'6
8342
O  1 . _ U 4 ea £9 es

1-

1 l | I

,-
mI 11|I|11\1111|111.g1I
Q1

1"m

we

pa;
§§E
,go

QEEE
§§€€
9833;

333 8 33
88% 8 go
22" 'g 22
223 E 22
333535358mmzu:zmz¢2"`é§éi-

8§§§8§288
&:s:¢83aa

OZ 8 §
3 8 |-8 ac<1 a an 1-9 go

m
|-zLu
2
|-m
801

'E
2 " - 8
03
U m

03ET
P o

8 3 6Lu a
° _|IL-
0\L

>2m
< 8
2 8 ,
s > w: V
mr-
.18
<9-
|-
|-

81nrD
UI

| l I I

,-.
m
m1 I I 1 \ 1 \ | 1 1 1 | a(vq1 I 1 I 1
¢ry

pr;
m

4.*:l
m

-w16I-ouJuJ
32-9

Qujl. . .muJ-'u:§uJanc-7r_><DD Luvz<3
_:cw UJ

Ia he

| I I l I I I I I I 1 I I I I I I

5
f r

I (Q 1

|-..

_ 8

I I 1

m
we
t")-
I*-
q

_ U»- .
3 o x §M Z Z Z

go 8 < ,lj
M 1 I- Z
VJ < 2:>a <1 49 G O B E

so If)
m m8 | | Q
IO m
ID m1-

l r I I I I \ I I I I I I 1 I I I I I I o

38c : cm
m

8 . 8 camGJm

Lu3 0 2 3
,`uJz z

w-88"
my<Lu
D O Cr
z r HE he

3

>
28
< 4

1
am_,<

r-Qvm 1-<-1¢:mcr:c~|c\|<a1-comeo-4oc~1aa,-gll-.@q)Q(qglg(\ll~...¢lj9IQ(\lqg3¢qL()cv<nc3aJc~'>m1-:qaoLo~=rcfJqu_r-1_L:z;oo_uu_o_m<4ol-vmw-r-mnona=al-nr-moau'J¢mo1mmu:»m1-Iuomvc~Jr-cowG31-"- v- C̀1 l'\IC"7*O ".r m N
t". on c~4

Ia
o

qI-
(O 1-

r" LD
GO

LD
N
we_
I*an
ID

O I' 1-rf a mO I *T_ W_
1- O Q
LD Irm_ r -

I D so

8 9 a n

of
|-z
Lu

ED E
8-Em
<§§§
t as
34-2 'aE84:<|-
401-

8 8
s s
8 8
= E

9,
.3 3-~°§¥" 8

8°=88§8§5":888a_§aE
E8§882§88
§aQ&§33§§<w-<~4mvlA'>¢nl~m(913

:n
|_ 8 9

M1888Z
_Q
5-
8
oz
U
(D

m §
> 8 SI- i

<9 2 g §
828 § 8 88

2 9 §=§ 8@8¢¢4 8
38888 33888 48% 83°§§§8@888v~3°= »1 a¢=-»-8%2' i s % " o : 45§§==§§§;E%3§v3s§g 8§§&§§§3:3838285 £883 §§3a¢8s§88@§§2

88 : Lu
30'.n8£4Jq,1as :CJ3¢32
M3>l-az",_84l{l.nUj mm
10

3__ ea <11(U umu- c

(D
E
}-
no

ET
CO
O
: L
Li
3
(D
3I-4
Mr
LU
D..
O

N o39°mo l
so -: F
e g o°o'5U m e
23641:§8
3 8c a
. ! > 8
8:/)5m _ :
Eg"-I
<z'&

ET
88'5
. c O  0
< 0 9 -

Lu
vol
H Z

-' L'\l U? Q o nmul.nror-»:::»a1c:: c4m~:anr:"ND]"̀ CDU)f-1 v-v'1"p1-1-1-\-E\4C\JC\{CQC\}(\| LoN



4
I :

Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Sun CityWest Water District
Schedule SURR RLM-8

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1

PROPERTY TAX COMPUTATION

LINE

NO. oEscR1pTlon REFERENCE (A) (B)
L

Calculation Of The Company's Full Cash Value:

$1
2
3

4
5

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Sch. RLM-6, Col (c), Ln 4
Sch. RLM-6, Col (C), Ln 4
Sch. RLM-6, Col (D), Lm 4

Sum Of Lines 1, 2 & 3
Line 4 / 3

$

5,857,266
5,857,266
9,226,148

20,940,680
6,980,227

6 Two Times Three Year Average Operating Revenues Line 5 X2 $ 13,960,453

$ (50,858)7
8

ADD:
10% Of Construction Work In Progress ("CWlP"):

Test Year CWIP

10% of CWIP

Co Sch. E-1, Page 2
Line 7 X 10% 55 (5,086)

as9
10
11

SUBTRACT:
Transportation At Book Value;

Original Cost Of Transportation Equipment
Acc. Dap. Of Transportation Equipment

Book Value Of Transportation Equipment

Company Workpapers
Company Workpapers

Line 9 + Line 10 $

12 Compar\y's Full Cash Value ("FCV") Sum of Lines 6, 8 & 11 $ 13,955,368

Calculation Of The Company's Tax Liability:

13
14

MULTIPLY:
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 $

23.0%
3,209,735

15
16
17

Property Tax Rates;
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability

Company Workpapers
Company Workpapers

Line 15 + Line 16

6.87%
0.00%
5.87%

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 220,587

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 179,896

20 Decrease In Property Tax Expense Line 18 - Line 19 $ 40,691

21 RUCO Adjustment (See RLM-6, Column (B)) Line 20 $ 40,691
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Arizona-Amerciarx Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule SURR RLM-9

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT NAME

(C)
TEST YEAR

DEPRECIATION

EXPENSE
$

(A)
TOTAL
PLANT

VALUE
20,086
1,346

111651
44,957

$

7,620,980
224,821
90,867

(441)
17,269

190,525
3.755
1,517

(9)
800

2,587,201
36,044

5,157,344
11,177

169,696
6,346,604

760,063
13,055,020

614
409,390
252,697

169
7,342,743
11756,083

147,290
1,835,679

(5)
COMPANY

PROPOSED

DEP. RATES
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.50%
1 .67%
1.67%
2.00%
4.63%
2.50%
0.00%
2.52%
4.42%
4.42%
5.00%
4.42%
7.06%
1 .67%
1.53%
1.53%
1.53%
1.53%
1.53%
2.48%
2.51 %
2.51 %
2.00%
0.00%
2.00%
4.59%
10.00%
25.00%
15.00%
3.91 %
4.02%
3.71 %
5.02%
10.30%
4.93%

65,197
1,593

227,955
559

7,501
448,070
12,693

199,742
9

6,264
3,866

3
182,100
44,078
3,697

36,714

LINE

no.
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCOUNT

NC1
301000
302000
303200
303300
303500
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SUB-TOTAL

Organization
Franchises
Land & Land Rights SS
Land 8. Land Rights P
Land & Land Rights TD
Land & Land Rights AG
Strict & imp SS
Strict & Imp P
Strict & Imp WT
Strict 8. imp TD
Struct & Imp Offices
Struck 8- Imp Misc
Collect & Impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mains Sin to Bin
TD Mains 10in to 16in
Fire Mains
Services
Meters
Meter Installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture & Equip
Comp & Perish Equip
Trans Equip Lt Duty Tris
Trans Equip Hvy Duty Tris
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

TEST YEAR DIRECT UPlS AND DEPRECIATION EXPENSE $

20,787
41,437

225,178
21,027

142
19,641
1,607

161,386
163,135

1 ,Asa
48,555,528 $

954
4,144

56,295
3,154

6
790
80

8,127
16,803

66
1,527,024

43 SUB-TOTAL TEST YEAR CORPORATE UPIS AND DEPRECIATION EXPENSE 390,490 87,107

44 SUB-TOTAL POST TEST YEAR DEPRECIATION EXPENSE ON UPIS 5,456 247

45 TOTAL DEPRECIATION EXPENSE ON upls $ 1,614,378

46 AMORTIZATION OF DEFERRED DEBIT . Y2K COSTS 5,841

47 AMORITZATION OF REGULATORY ASSETS

48 AMORTIZATION OF CONTRIBUTIONS (515)

AMORTIZATION OF REGULATORY clAc49
50
51

Rounding
TOTAL DEPRECIATION EXPENSE $

(97,158)
(2)

1,522,544

52
53

Company As Filed
Diffe re nee $

1 ,323,54'l
199,003

54
Referencesi

RUCO Adjustment (See RLM-7, Column (C)) $ 199,003

Column (A): RLM-3, Page 7, Column (D)
Column (B)i RLM-3, Page 1, Column (A)
Column (C): Column (A) X Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW 8= W-01303A-08-0_27
Test Year Ended December 31, 2007

Sun City West Water District
Schedule SURR RLm-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

INCOME TAX EXPENSE

(A) (8)
LINE

NO. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. RLM-6, Column (C)» L26 + L23 $ 266,577

2
3
4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable income

Line 11
Note (A) Line 20

Line 1 - Line 2 - Line 3 $

(61 ,937)
1,155,454
(826,940)

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch. RLM-1, Pg 2, Col. (D), L34

Line 4 X line 5 $

34.00%
(281,160)

STATE INCOME TAXES:

7 Line 1 $ 266,577

a

9

Operating Income Before Taxes

LESS:
Interest Expense

State Taxable Income

Note (A) Line 20
Line 7 .. Line 8 $

1 ,155,454
(888,877)

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line9XLine 10 $ (61,937)

Line 6
Line 11

Line12 + Line 13

$12
13
14

TOTAL INCOME TAXEXPENSE:
Federal Income Ta( Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO $

(281 ,160)
(61,937)

(343,097)

15 Total Income Tax Expense Per Company (Per Company Sch. C-1 ) (324,059)

16 Total Income Tax Adjustment Line 14 - Line 15 $ (19,038)

17 RUCO Adjustment (See Sch. RLM-7, Column (H)) Line 16 $ (19,038)

$18
19
20

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. RLM-2, Col. (H), L17)
Weighted Cost Of Debt (Sch. RLM-16 Col. (F), LI )
Interest Expense (L18 X L19) $

38,260,070
3.02%

1 ,155,454
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule SURR RLM-RD1

Page 1 of 2

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE
PROPOSED REVENUE

(A) (B) (E)
RUCO

PROPOSED
REVENUES

(F)

LINE
no.

TEST YEAR
DETERMlN'TS

ANN'ZED
ADJUSTM'TS

(C)
TEST YEAR
ADJUSTED

DETERMlN'TS

(D)
PROPOSED
CHARGES &
USAGE FEES

TOTAL
REVENUES

1 14.230 1 14,231 $ 14.04 $ 2,397,681 $ 2,397,681

2
3
4

DESCRIPTION
RESIDENTIAL CUSTOMERS

B1 M1A - 5/8" & 3/4"
Commodity Usage

First Tier - First 4,000 Gals.
Second Tier - Next 11,000 Gals.
Third Tier - Over 15,000 Gals.

598,474
477,061
69,293

28
19

598,502
477,080
69,293

$
$
$

2.6959
2.9681
3. 1949

$
$
$

1 ,613,514
1 ,416,029

221,385

5 163 1 165 15 35.79 $ 70,672
$
$

3,250,928
70,672

6
7

B1M1B - 1"
Commodity Usage

First Tier - First 40,000 Gals.
Second Tier - Over 40,000 Gals.

20,768
3,242

209 20,977
3,242

$
$

2.9681
3,1949

$
$

62,262
10,358

8 474 474 $ 75.70 $ 436,370
$
$

72,620
436,370

9
10

B1M1C - 1-1/2"
Commodity Usage

First Tier - First 100,000 Gals.
Second Tier Over 100,000 Gals.

284,741
36,222

284,741
36,222

s
$

2.9681
3.1949

$
$

845,144
115,726

11 140 140 $ 112.50 s 189,045
$
$

960,870
189,045

12
13

BI MI D - 2"
Commodity Usage

First Tier - First 150,000 Gals.
Second Tier - Over 150,000 Gals.

91,660
15,244

91,660
15.244

$
s

2.9681
31949

s
$

272,057
48,703

14 0 0.06 $ 194.29 $ 150
$
s

320,761
150

15
16

B1M1 E . 3"
Commodity Usage

First Tier - First 275,000 Gals.
Second Tier - Over 275,000 Gals

16 16
0

s
$

29681
3. 1949

$
$

47

17 1 1 $ 28887 $ 3,533
$
$

47
3,533

18
19

BI MI F - 4"
Commodity Usage

First Tier - First 400,000 Gals.
Second Tier - Over 400,000 Gals.

4,893
103,406

4,893
103,406

$
$

2.9681
3.1949

$
$

14,523
330,373

$ 344,896
20 Total Residential Customers 15,009 2 15,011

21 1 ,705,021 255 1 ,705,275

22

Total Residential Usage

TOTAL RESIDENTIAL CUSTOMERS REVENUE s 8,047,573

COMMERCIAL CUSTOMERS
23 70 70 $ 14.04 s 11,784 $ 11,784

24
25

B2M1A - 5l8" & 3/4"
Commodity Usage

First Tier - First 15,000 Gals.
Second Tier - Over 15,000 Gaia.

3,285
2,308

3,285
2,308

$

55

29681
3.1949

$
$

9,750
7,374

26 85 (04)

(153)

85 $ 35.79 $ 36,379
$
$

17,124
36,379

27
28

B2M1 B . 1"
Commodity Usage

First Tier - First 40,000 Gals.
Second Tier - Over 40,000 Gals.

16,952
14.350

16.799
14,350

$
$

2.9681
3.1949

$
$

49,861
45,847

29 87 87 $ 76.70 $ 80,072
$
$

95,708
80,072

30
st

82M1C - 1-1/2"
Commodity Usage

First Tier - First 100,000 Gals.
Second Tier - Over 100,000 Gals.

34,850
12,489

34,850
12,469

$
$

2,9681
3.1949

$
$

103,439
39,837

32 132 (0.1)

(90)

132 $ 112.50 $ 178,658
s
s

143,276
178,658

33
34

B2M1 D - 2"
Commodity Usage

First Tier - First 150,000 Gals.
Second Tier - Over 150,000 Gals.

98,774
44,612

98,684
44,612

$

33

2.9681
3.1949

$
$

292,906
142,531

35 11 11 $ 194.29 $ 25,504
$
$

435,437
25,504

36
37

B2M1 E . 3"
Commodity Usage

First Tier - First 275,000 Gals.
Second Tier - Over 275,000 Gals.

12,243
24,438

12,243
24,438

$
$

2.9681
3.1949

$
$

36,339
78,077
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Arizona-Amercian Water Company
Docket Nos. SW a. W-01303A-08-0227
Test Year Ended December 31, 2007

Sun City West Water District
Schedule SURR RLM-RD1

Page 2 of 2

RATE DESIGN AND PROOF OF RECOMMENDEDREVENUE
PROPOSEDREVENUE

(A) (B) (F)

LINE
NO.
38

TEST YEAR

DETERMlN'TS
1

ANN'ZED
ADJUSTM'TS

(C)
TEST YEAR
ADJUSTED

DETERMINE*rS
1

(D)
PROPOSED
CHARGES 8.
USAGE FEES
s 288.87

(E)
RUCO

PROPOSED
REVENUES
s 3,466

TOTAL
REVENUES
$ 3,466

39
40

DESCRY}PTlON
B2M1 F - 4"

Commodity Usage
First Tier - First 400,000 Gals.
Second Tier - Over 400,000 Gals.

4,800
7,385

4.800
7.385

s
$

2.9681
3.1949

$
$

14,247
23,594

41 1 1 s 396.24 $ 4,862

9.338

$
$

37,841
4,ae2

42
43

B2M1 G _ 6"
Commodity Usage

First Tier - First 55o,000 Gals.
Second ̀ I1er - Over 550,000 Gais.

3,146 3.146 $
$

2,9681
34949

$
s

$ 9,338
44
45

Total Commercial Customers
Total Commercial Usage

387
279,612

(0.5)
(243)

387
279,369

46 TOTAL COMMERCIAL CUSTOMERS REVENUE $ 1,079,451

47
48
49
50

PRIVATE FIRE PROTECTION CUSTOMERS
B6MO4 - 4"
B6MO6 - 6"
B6MO8 - 8"

Commodity Usage

18
42
10

18
42
10

$ 65.93
$ 98.92
s 131 .89

No Charge

$
$
$

14,242
49,947
15,932

i t TOTAL PRIVATE FIRE PROTECTION CUSTOMERS REVENUE $ 80,120

$52
53

9,207,144
(21 ,397)
40,401 .

9,226,148
9,226,148 .

0

54
55
56

TOTAL RUCO PROPOSED REVENUE PER BILL COUNT
Unreconciled Difference vs. Billed Revenues
Other Revenue

TOTAL REVENUE
PROPOSED REVENUE PER FILING
Difference

$
$
$
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December it, 2007

Sun City West Water District
Schedule SLJRR RLM-RD2

Page 1 of 1

TYPICAL RESIDENTIAL BILL ANALYSIS

(A> <B) (C) (D) (E> (F)
LINE
NO DESCRiPTiON PRESENT COMPANY PROPOSED RUCO PROPOSED

1
2
3

REVENUE ALLOCATION
RESIDENTIAL
OTHER

TOTAL

s s 86.33%
13.67%
100.00%

s 87.41%
12.59%

100.00%s

4,884,840
791 ,022

5,675,862

86.06%
13.94%
100.00% s

8,537,652
1 361 ,070
3,958,732 s

8,047,573
1 159.571
9,207.144

4
5
s

ALLOCATION RATIOS
FIX REVENUE
VARIABLE REVENUE

TOTAL

$ s 37.74%
62.26%
100.00%

s 38.21 %
61.79%

100.00°/as

2,386,032
3,289,830
5.675,862

42.04%
57.96%
100.00% s

3,758,789
6,199,943
9,958,732 s

3,518,297
5,688848
3,207,144

RESIDENTIAL (5/8" X 3/4") RATE DESIGN PRESENT COMPANY PROPOSED RUCO PROPOSED

7 S 9.57 s 15.00 s 14.04

8
9
10

BASIC MONTHLY CHARGE
COMMODITY CHARGE

PRESENT PROPOSED
First Tier . First 4,000 Gals First Her . First 4,000 Gals.
Second Tler .Next11,000 Gals, Second Tier - Next 11,000 Gals
Third Tie( - Over 15,000 Gals. Third Tier - Over 15,000 Gals

s
s
s

1 .3092
1 .7442
2.01 oz

s
s
s

2.8802
3.1716
3.4133

s
5
$

2.6953
2.9681
3. 1949

RESIDENTIALBILL COMPARISONS
COST OF WATER SERVICE AT
DIFFERENT LEVELS OF USAGE WITH
PERCENTAGE INCREASE IN BILL

% OF AVERAGE
MONTH USAGE
OF 5.704 Gal.

GALLONS USED
ATVARIOUS

USAGE

PRESENT
MONTHLY

WATER COST

RUCO PROP'D
MONTHLY

WATER COST

RUCO P ROP'D
MONTHLY
I NCREAS E

RUCO P ROP'D
MONTHLY

% INCREASE

11
12
13
14
15

25.00%
50.00%
100.00%
150.00%
200.00%

1 ,676
3.352
6,704

10,056
13,408

s
s
$
s
s

11.76
13.96
19.52
25.37
31.22

s
$
s
s
s

18.56
23.08
32.85
42.80
52.75

s
s
S
s
s

6.79
9.12

13.33
17.43
21 .53

57.76%
65.33%
68.26%
68.70%
68.98%
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Arizona-Amercian Water Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water Distnct

TABLE OF CONTENTS TO RLM SURREBUTTAL SCHEDULES

SCH.
no .

PAGE
no . TITLE

SURR RLM-1 1 &2 REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

suRe RLM-2A 1 RATE BASE

SURR RLM-2 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

SURR RLM-5 1 &2 ALLOWANCE FOR WORKING CAPITAL

SURR RLM-6 1 OPERATING INCOME

suRe RLM-7 1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

ACRM REVENUE

LABOR EXPENSE

TANK MAINTENANCE

CHEMICAL EXPENSE

suRREBu1'rAL TEST1MONY, RAM

SURREBUTVAL TESTIMONY, RLM

SURREBUTTAL TESTIMONY, RLM

SURREBUTTAL TESTIMONY, RLM

SURREBUTTAL TESTIMONY, RLM VVATER TESTING EXPENSE

SURR RLM-8 1 PROPERTY TAX COMPUTATION

SURR RLM-9 1 TEST YEAR DEPRECIATION EXPENSE

suRe RLM-13 1 INCOME TAX EXPENSE

SURF( RD-1 1 RATE DESIGN AND PROOF OF RECOMMENDED REVENUE

SURR RD-2 1 TYPICAL RESIDENTIAL BILL ANALYSIS
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Arizona-Amercian Water Company
Docket Nos. SW 81 W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule SURR RLM-1

Page 1 of 2

SURREBUTTAL REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY

OCRB/FVRB
COST

(B)
RUCO

OCRB/FVRB
COST

1 Original Cost Rate Base $ 1 ,527,454 $ 1 ,4363,261

2 Adjusted Operating Income (Loss) $ (38,553) $ (61,618)

3 Current Rate Of Return (L2 l LI ) -2.52% -4.29%

4 Required Operating Income (L5 X LI ) $ 128,306 $ 100,538

5 Required Rate Of Return On Fair Value Rate Base 8.40% 7.00%

6 Operating Income Deficiency (L4 _ L2) $ 166,859 $ 162,156

7 Gross Revenue Conversion Factor (RLM-1, Page 2) 1 .6674 13078

8 Increase In Gross Revenue Requirement (L7 X L6)

9 Adjusted Test Year Revenue $ 426,898 $ 426,900

10 Proposed Annual Revenue (L8 + LE) $ 705,112 $ 638,974

11 Required Percentage Increase In Revenue (LB /LE) 65.17% 49.68"/o

12 Rate Of Return On Common Equity 11.91% 8.88%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule RLM-1 Page 2, RLM-6, And RLM-16
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule SURR RLM-1

Page 2 of 2

SURREBUTTAL GROSS REVENUE CONVERSION FACTOR

LINE

NO. DESCRIPTiON (A) (8) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTORs

Revenue
Combined Federal And State Tax Rate (L10)

Subtotal (LI - L2)

Revenue Conversion Factor(LI /LE)

1 .0000
0.2354
0.7646

5
6
7
8
9
10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (LE - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X LB)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
17.8110%
16.5699'/a
23.5379%

$ 100,538
(61,618)

11
12
13

Required Operating Income (Sch. RLM-1, Pg 1, C (B), L4)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. RLM-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 - L12) $ 162,156

Income Taxes On Recommended Revenue (Col. (D), L31) 17,597
Income Taxes On Test Year Revenue (Col. (D), L32) (32,321 )
Required Increase In Revenue To Provide For Income Taxes (L14 - L15)

$14
15
16

17 Total Required Increase In Revenue (L13 + L16)

$

$

49,918

212,074

RUCO
Recommended
$ 638,974

520,838
43,375
74,760

f5.9680%
$

$ 5,209

18
19
20
21
22
23
24
25
26
27
28

$
$

69,551
7,500
4,888

29
30
31

CALCULATION OF INCOME TAX-

Revenue (Sch. RLM-1, Pg 1, Col. (B), L10)
Operating Expense Excluding Income Tax (RLM-6, Col, (E), L25 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 _ L20)
Arizona State Income Tax Rate
Arizona Income Tax (L21 X L22)
Fed. Taxable Income (L21 .- L23)
Fed. Tax On 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax On 2nd ll'lC_ Bracket ($50,001 - $75_000) @ 25%
Fed. Tax On 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed, Tax On 4th Inc. Bracket ($100,001 - $335,000} @ 39%
Fed. Tax On 5th Inc Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal And State Income Tax (L23 + L30)

$

5

12,388
. 17,59.7..

32
33

Test Year Combined Income Tax, RUCO As Adjusted (RLM-6, Col. (C), L23)
Ruck Adjustment (L31 _ L32) (See RLM-6, Col. (D), L23)

$
$

(32,321)
49,918

34 Applicable Federal Income Tax Rate (Col. (D), L30 I Col. (C), L24) 17.81 %

$35
36
37

CALCULATION OF INTEREST SYNCHRONIZATIONs
Rate Base (Sch. RLM-2, Col. (H), L15)
Weighted Avg. Cost Of Debt (Sch. RLM-16, Col. (F), LI )
Synchronized Interest (L35 X L36) $

1 ,436,261
3.02%

43,375
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule SURR RLM-2A

Page 1 of 1

SURREBUTTAL RATE BASE . ORIGINAL COST

LINE

NO,

1

DESCRIPTION
Gross Ut31ity Plant In Service

(A)
COMPANY
AS FILED

OCRB/FVRB
$ 3,423,384

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

$

(C)
RUCO

ADJ'TED
OCRB/FVRB

$ 3,423,384

2
3

Accumulated Depreciation
Net Utility Plant In Service (Sum LI 8;LE) $

(939,364)
2,484,020 $

1,550
1,550 $

(937,814)
2,485,570

4 Advances in Aid Of Const. $ (1 ,042,125) $ (20,266) $ (1,062,391)

$ $ $5
6
7

Contribution In Aid Of Const.
Accumulated Amortization Of CIAC

NET CIAC (L6 + L7) $

(195)
17

(1783 $ $

(195)
17

(178)

8 imputed Regulatory Advances $ s $

9 imputed Regulatory Contributions $ (58,023) $ $ (58,023)

10 Customer Meter Deposits $ (540) $ $ (540)

11 Deferred Income Taxes And Credits $ 46,088 $ $ 46,088

12 Investment Tax Credits s $ 56

13 Deferred Debits $ 54.503 $ (51,122) 55 3,381

14 Allowance For Working Capital $ 43,709 $ <21 855) $ 22,354

15
16
17

Utility Plant Acquisition Adjustment
Rounding

TOTAL RATE BASE (Sum L's 4, 5, & B Thru 17)

$
$
$ 1,527,454

$
$
$ (91,193)

$
$
$ 1,436,261

References:
Column (A): Company Schedule B-1
Column (B): Schedule RLM-2
Column (C): Column (A) + Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW 8. W-01303A-08-0227
Test Year Ended December 31, 2007

Tubac Water District
Schedule SURR RLM-5

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE

NO. DESCRIPTION AMOUNT REFERENCE

1
2
3

$ 1,445
1 ,445

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 2 - Line 1

Materials And Supplies As Per Company
Materials And Supplies As Per RUCO
Adjustment $

4
5
5

$ 1,598
1,598

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

Prepayment As Per Company
Prepayment As Per RUCO
Adjustment $

7

8

g

Cash Working Capital As Per Company
Cash Working Capital As Per RUCO
Adjustment

$ 40,665
19,310

(21,355)

Company Schedule B-5, PG. 1
RUCO Schedule RLM-5, Page 2

Line 8 - Line 7

10 TOTAL ADJUSTMENT (See RLM-2, Column (G))

$

$ (21,355) Sum Lines 3, 6 & 9

2
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Arizona~Amer<:ian Water Company
Docket Nos, SW 8. W-01303A-08-0227
Test Year Ended December 31, 2007

EXPLANATION OF RATE BASE ADJUSTM ENT no. e - CONT'D
LEADILAG DAY SUMMARY

Tubae Water District
Schedule SURR RLM-5

Page 2 of 2

(B) (D) (E)

LINE
NO. DESCRIPTION

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

(C)
RUCO

EXPENSES
AS ADJUSTED

(LEAD)/LAG
DAYS

DOLLAR
DAYS

$ 131,623 $ (1,183) 33 130,440 $ 1,565,2751
2
3
4
5
6
7
8
g

10
1 1
1 2

(1 ,049)

25,631
2,190

86,131
24,921
28,546
2,038
5,049

11,644

12.00
86.87
32.42
28.47
(3.88)
(4.64)

45 . 00
45 . 00

7.46
(10.68)

830,957
62,357

(33-4,187)
(115,747)

1,284,592
91,708
37,666

(124,379)

25,631
2,190

87,180
24,921
28,546

5,049
11,644

4 , 146
81,579
77,593

(3,011)
(6,595)
7,498

(81,679)
(68) 77,525 30.00 2 v325,746

13
14
15

Appropriate Operating Expenses:
Labor
PurchasedWater
Fuel & Power
Chemicals
Management Fees
Group Insurance
Pensions
Insurance Other Than Group
Customer Accounting
Rents
Depreciation & Amortization
Other Operating Expenses

Taxes:
Taxes Other Than Income
Property Taxes
Income Tax

11 ,078
26,350
52,871

3,882
(35,274)

11,078
30,232
17,597

15.65
212.50
42.04

173,382
6,424,317

739,782

16 Interest Expense 43,375 43,375 106.52

17 Total Appropriate Operating Expenses $ 570,501 $ (74,104) $ 496,397 $ 12,961,469

18 Expense Lag Line 17, Col. (E) /(C) 26.11

19 Revenue Lag Company Response To RUCO DR 8 40.31

20 Net Lag Line 19 - Line 18 1420

21 RUCO Adjusted Expenses Col. (c), Line 17 $ 496,397

22 Cash Working Capital Line 20 X Line 21 /365 Days 19,310

23 Company As Filed Co. Schedule B-6, Page 1 40,665

24 Difference Line 22 - Line 23 $

25 ADJUSTM ENT (See RLM-5, Page 1, L 9) Line 24 $

(21 ,355)

(21 ,355)

References:
Column (A): - Company Schedule B-6
Column (B): RUCO Operating Income Adjustments (See Schedule RLM-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-6
Column (E): Column (C) X Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW 8< w-01303A-08-0227
Test Year Ended December 31, 2007

Tubac Water District
Schedule SURR RLM-6

Page 1 of 1

SURREBUTTAL OPERATING INCOME

LINE
no.

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCk
PROP'D

CHANGES

(E)
RUCO

AS
REOOMM'D

1
2
3
4

DESCRIPTION
Revenues:

Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues
TOTAL OPERATING REVENUE

$ 423,061 $ $ 423,061 $ 212,074 $ 635,135

$
3,839

426,900 $ $
3.839

426,900 $ 212,074 $
3,839

638,974

$
$

131,623 $ (1,183) $3 130v440 $ $ 130,440

25,631
2,190

25,631
2,190

27
(1 ,049)

558

(93)
1,478
(412)

3,882

5
6
7
8
g
10
11
12
13
14
15
16
17
LB
19
20
21
22
23
24

Operating Expenses:
Labor
Purchased Water
Fuel 8 Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes - Property Taxes
General Taxes .. Other
Income Tax
Rounding

25,631
2,190

(27)
87,180
24,921
2B,546
1,480
5,049

11,644
4,146
8,811

49,935
17,394
81,879
26,350
11,078

(52,178) 19,857

86,131
24,921
28,546
2,038
5,049

11,844
4,148
8,811

49,842
18,872
81 ,267
30,232
11.078
(32,321 ) 49,918

86,131
24,921
28,546
2,038
5,049

11,644
4.146
8,811

49.842
18,872
81,267
30,232
11,078
17,597

25 TOTAL OPERATING EXPENSES $ 465,453 $ 23,065 $ 488,518 $ 49,918 $ 538,435

26 OPERATING INCOME (Loss) $ (38,553) $ (23,065) s <61.618) $ 162,156 $ 100,538

References:
Column (A): Company Schedule C-1
Column (B): RLM-7, Columns (B)Thru (H)
Column (C): Column (A) + Column (B)
Column (D): RLM-1, Pages 1 8. 2
Column (E): Column (C) + Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule SURR RLM-8

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1

PROPERTY TAX COMPUTATION

LINE

NO. DESCRIPTION REFERENCE (A) (B)

Calculation Of The Company's Full Cash Value:

$1
2
3
4
5

Annual Operating Revenues:
Year 2005
Year 2006
RUCO Proposed Revenue

Total Three Year Operating Revenues
Average Annual Operating Revenues

Co. Sch. E-2
Co. Sch. E-2

RUCO Sch. RLM-6
Sum Of Lines 1, 2 81 3

Line 4 / 3
$

435,053
405,985
638,974

1 ,480,012
493,337

6 Two Times Three Year Average Operating Revenues Line 5 X2 $ 986,674

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% Of CWIP

Co. Sch, E-1, Page 2
Line 7 X 10%

$ 479,5967
8 $ 47,960

Company Workpapers
Company Workpapers

Line 9 + Line 10

$9
10
11

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dep. Of Transportation Equipment

Book Value Of Transportation Equipment $

12 Company's Full Cash Value ("FCV") Sum Of Lines 6, 8 81 11 $ 1 ,034,634

Calculation Of The Company's Tax Liability:

13
14

MULTIPLY:
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 $

23.0%
237,966

15
16
17

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability

Company Workpapers
Company Workpapers

Line 15 + Line 16

12,70%
0.00%

12.70%

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 30,232

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 26,350

20 Decrease In Property Tax Expense Line 18 _ Line 19 $ 3,882

21 RUCO Adjustment (See RLM-6, Column (B)) Line 20 $ 3,882
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Arizona-Amercian Water Company
Docket NOS. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule SURR RLM-9

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
TEST YEAR DEPRECIATION EXPENSE

LINE

(A)
TOTAL
PLANT

VALUE

(C)
TEST YEAR

DEPRECIATION

EXPENSEACCOUNT NAME
55 $567

2,030
20,414

50
50

422
2,755

25,292
14,608

559
323

156
498

3
11

238,951
4,a32

281 ,110
879

403,823
55,863

1 51,203
301,122
874,456
390,384

7,360
205

11,919
37

17,122
2,235
2,449
5,932

17,227
7,691

401,618
99,053
20,328
78,367

9,840
2,397

492
1,544

5,453
1,336

17, 166

WE
145

4,292

14,442

(8)
COMPANY

PROPOSED

DEP. RATES
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.21 %
2.21 %
2.21 %
2.21 %
2.21 %
0.00%
0.00%
3.08%
4.24%
4.24%
4.24%
4.24%
4.00%
1.62%
1.97%
1.97%
1.97%
2.34%
2.45%
2.42%
2.42%
1.97%
0.00%
0.00%
3.28%
10.83%
25.00%
15.00%
3.59%
3.59%
0.00%
4.54%
5.03%
4.93%

518

NO
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCOUNT

no .
301000
302000
303200
303300
303400
303500
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SUB-TOTAL

Organization
Franchises
Land 8< Land Rights SS
Land & Land Rights P
Land & Land Rights WT
Land 8< Land Rights TD
Land & Land Rights AG
Struck 8 imp SS
Struck & Imp P
Struck 8; Imp WT
Struct & Imp TD
Struct & Imp Offices
Struct 8. Imp Misc
Collect & impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mains min to Bin
TD Mains 10in to 16in
Services
Meters
Meter Installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture & Equip
Comp 8¢ Periph Equip
Trans Equip Lt Duty Tris
Trans Equip Hay Duty Tris
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

TEST YEAR DIRECT UPIS AND DEPRECIATION EXPENSE $

1 ,932
659

3,409,819 $

97
32

92,608

43 SUB-TOTAL TEST YEAR CORPORATE UPIS AND DEPRECIATION EXPENSE 12,387 3,026

44 SUB-TOTAL POST TEST YEAR DEPRECIATION EXPENSE ON UPIS

45 TOTAL DEPRECIATION EXPENSE ON UPIS $ 95,635

46 AMORTIZATION OF DEFERRED DEBIT . YZK COSTS

47 AMORITZATION OF REGULATORY ASSETS

48 AMORTIZATION OF CONTRIBUTIONS

AMORTIZATION OF REGULATORY CIAC49
50
51

Rounding
TOTAL DEPRECIATION EXPENSE $

(14,368)

81,267

52
53

Company As Fifed
Difference $

54
Referenced

RUCO Adjustment (See RLM-7, Column (C)) $

81,679
(412)

(412)

Column (A): RLM-3, Page 7, Column (D)
Column (B): RLM-3, Page 1, Column (A)
Column (C); Column (A) X Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule SURR RLM-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

INCOME TAX EXPENSE

(A) (8)
LINE

NO. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. RLM-6, Column (C), L26 + L23 $ (93,938)

2
3

4

Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 20

Line 1 - Line 2 - Line 3 $

(9,568)
43,375

(127,745)

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch. RLM-1, Pg 2, Col. (D), L34
Line 4 X line 5 55

17.81 %
(22,753)

STATE INCOME TAXES:

7 Line 1 $ (93,938)

8
9

Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Note (A) Line 20
Line 7 - Line 8 $

43,375
(137,313)

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ (9,568)

TOTAL INCOME TAX EXPENSE:
12
13
14

Line 6
Line 11

Line12 + Line 13

$Federal income Tax Expense
State Income Tax Expense

Total Income TaX Expense Per RUCO $

(22,753)
(9,568)

(32,321 )

15 Total Income Tax Expense Per Company (Per Company Sch. C-1) (52,178)

16 Total Income Tax Adjustment Line 14 - Line 15 $ 19,857

17 RUCO Adjustment (See Sch. RLM-7, Column (J)) Line 16 $ 19,857

18
19
20

$

NOTE (A);
Interest Synchronization:
Adjusted Rate Base (Sch. RLM-2, Col. (H), L17)
Weighted Cos( of Debt (Sch. RLM-16 Col. (F), LI >
Interest Expense (L18 X L19) $

1 ,436,261
3.02%

43,375
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Arizona-Amercian Water Company
Docket Nos. SW 8 W-01303A-08-0227
Test Year Ended December 31 , 2007

Tubae Water District
Schedule SURR RLM-RD1

Page 1 of 1

(A) (F)

LINE
no.

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE
PROPOSED REVENUE

(B) (C)
TEST YEAR
ADJUSTED

DETERMlN'TS
TEST YEAR

DETERMIN'TS
AN N'ZE D

ADJUSTM'TS

(D)
PROPOSED
CHARGES 8
USAGE FEES

(E)
RUCO

PROPOSED
REVENUES

TOTAL
REVENUES

1 461 1 462 $ 29.44 58 163,219 $ 163,219

2
3
4

DESCRIPTION
RESIDENTIAL CUSTOMERS

F1M1A . 5/8" & 3/4"
Commodity Usage

First Tier - First 4,000 Gals.
Second Tier - Next 16,000 Gals.
Third Tier - Over 20,000 Gals

17,836
32,438
14,857

118 17,954
32,438
14,857

$
s
$

3.4237
4.3928
4.4834

$
$

$

61 ,065
142,493
66,609

5 23 0.2 23 $ 44.32 $ 12,458
$
$

270,168
12,458

6
7

F1M1B . 1"
Commodity Usage

First Tier - First 35,000 Gals.
Second Tier - Qver 35,000 Gals.

3,655
2,032

41 3,696
2,032

$
$

4.3928
4.4834

$
$

16,057
9,110

11 3 3 $ 145.82 $ 5.283
$
$

25,167
5,283

12
13

FL M1 D - 2"
Commodity Usage

First Tier - First 150,000 Gals
Second Tier .. Over 150,000 Gals.

1.628
17

1,628
17

$
$

4.3928
4.4834

$
$

7,151
7S

14 1 1 $ 172.99 $ 2,071
s
$

7,228
2,071

15
16

FL MI E .. 3"
Commodity Usage

First Tier - First 175,000 Gals.
Second Tier - Over 175,000 Gals.

10
0

10
0

$
$

4.3928
4.4834

$
$

44

s 44
20 Total Residential Customers 489 1 490

158 72,63221
22

Total Residential Usage 72,474
TOTAL RESIDENTIAL CUSTOMERS REVENUE $ 485,636

23 47 0 $ 29.44 $ 16,467 $ 16,467

24
25

COMMERCIAL CUSTOMERS
F2M1A - 5/8" a 3/4"

Commodity Usage
First Tier First 20,000 Gals.
Second Tier - Over 20,000 Gals.

3.406
1 ,ala

0
0

$
$

4.3928
4.4834

$
s

14,962
7,5ea

26 16 0 $ 44.32 $ a,509
$
$

22,530
8,509

27
28

F2M1 B . 1"
Commodity Usage

First Tier - First 35,000 Gals.
Second Tier - Over 35,000 Gals.

2.641
3,472

64
0

$
$

4.3928
4.4834

$
$

11,600
15,566

29 2 0 $ 88.63 $ 2,127
$
$

27,166
2,127

30
31

F2M1C - 1~1/2"
Commodity Usage

First Tier - First 85,000 Gals.
Second Tier - Over 85,000 Gals.

491 0
0

$
$

4.3928
4.4834

$
35

2,157

32 10 0 s 145.82 $ 16,847
$

$

2,157
16,847

33
34

F2M1D . 2"
Commodity Usage

First Tier - First 150,000 Gals
Second Tier - Over 150,000 Gals

6.618
2,950

0
0

$
$

4.3928
4.4834

$
$

29,071
13,226

35 4 0 s 172.99 55 7,703
$
$

42,297
7,703

36
37

F2M1 E - 3"
Commodity Usage

First Tier - First 175,000 Gals.
Second Tier - Over 175,000 Gals.

864
45

0
0

47
o

3,406
1 ,688

0
16
0

2,705
3,472

0
2
o

491
0
0
10
0

6.618
2,950

0
4
0

864
45

$
$

4.3928
4.4834

$
s

3,795
202

$ 3,997
38
39
40

Total Commercial Customers 78
Total Commercial Usage 22,175
TOTAL COMMERCIAL CUSTOMERS REVENUE

0
64

78
22,239

$ 149,800

41

42
43

44
45

46

TOTAL RUCO PROPOSED REVENUE PER BILL COUNT
Unreconciled Difference vs. Billed Revenues

REVENUE PER BILL COUNT
Other Revenue

TOTAL REVENUE
PROPOSED REVENUE PER BOOK
Difference

$ 635,436
(301)

635,135
3,839

638,974
638,974

0

$
$
$
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Arizona-Amercian Water Company
Docket NOS SW & W-01303A-0B-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule SURR RLM-RD2

Page 1 of 1

TYPICALRESIDENTIAL BILL ANALYSIS

(A) (8) (C) (D) (E) (F)
LINE
no. DESCRIPTION PRESENT COMPANY PROPOSED Rico PROPOSED

1
2
3

REVENUE ALLOCATION
RESIDENTIAL
OTHER

TOTA L

5 s 76.43%
23.57%
100.00%

s 76.43%
23. 57%

100.00%$

321,006
102,238
423,244

75.84%
24. 16%
100.00% s

535,183
165,391
701 ,574 s

485,636
149,800
635,436

4
5
S

ALLOCATION RATIOS
FIX REVENUE
VARIABLE REVENUE

TOTAL

s $ 36.93%
53.07%
100.00%

s
S
s

36 93%
63.07%

100.00%

156,585
265,659
423.244

37.00%
53.00%
100.00°/, s

259, 1 as
442,465
701 ,574

234.6a2.
400,754
635,436

RESIDENTIAL (5/8" X 3/4") RATE DESIGN PRESENT COMPANY PROPOSED RUCO PROPOSED

7 s 18.58 s 32.50 $ 29.44

e
S

10

BASIC MONTHLY CHARGE
COMMODITY CHARGE

PRESENT PROPOSED
First Tier First 4,000 Gals. First Tier - First 4,000 Gals.
Second Tier - Next 16,000 Gals. Second Tier . Next 16,000 Gals.
Third Tier - Over 20,000 Gals. Third Tier - Over 20,000 Gals.

$
$
$

1 .89
2.85
341

$
$
$

3.78
4.85
4.95

s
s
s

3.42
4.33
4.48

RESIDENTIAL BILLCOMPARISDNS
COST OF WATER SERVICE
AT DIFFERENT LEVELS OF USAGE
WITH PERCENTAGE INCREASE IN BILL

MONTHLY
CONSUMPTION

% OF AVERAGE
MONTH USAGE
OF 11,767 Gal.

PRESENT
MONTHLY

WATER COST

Ruck P ROP'D
MONTHLY

WATER COST

RUCO PRQP'D
MONTHLY
INCREASE

RUCO PROP'D
MONTHLY

% INCREASE

1 1
12
13
14
15

2.942
5,a2.4

114767
17,651
23,534

25.00%
50.00%
10000%
150.00%
200.00%

s
s
s
s
s

25.24
32.61
49.38
65.15
84.89

s
$
s
s
s

39.51
51 41
7725

103.1 D
129.26

s
s
s
$
s

14.27
18.80
27.87
36 95
44.37

56.53%
57.64%
56.45%
55.86%
52.27%
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$ 907,090$ 3,101,550

Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-1

Page 1 of 2

SURREBUTTAL REVENUE REQUIREMENT

LINE
no. DESCRIPTION

(A)
COMPANY

OCRB/FVRB
COST

<B>
RUCO

OCRB/FVRB
COST

1 Original Cost Rate Base $ 40,864,986 $ 36,953,344

2 Adjusted Operating Income (Loss) $ 1 ,552,498 $ 2,029,771

3 Current Rate Of Return (L2 /LI ) 3.80% 5,49%

4 Required Operating Income (L5 X LI ) $ 3,432,659 $ 2,586,734

5 Required Rate Of Return On Fair Value Rate Base 8.40% 7.00%

6 Operating Income Deficiency (L4 - L2) $ 1,880,161 $ 556,963

7 Gross Revenue Conversion Factor (RLM-1, Page 2) 1 6496 1 .6286

8 Increase In Gross Revenue Requirement (L7 X L6)

9 Adjusted Test Year Revenue $ 7,848,732 $ 8,220,585

10 Proposed Annual Revenue (LB + LE) $ 10,950,282 $ 9,127,675

11 Required Percentage Increase In Revenue (LB /LE) 39.52% 11.03%

12 Rate Of Return On Common Equity 11.91% 8.88%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule RLM-1 Page 2, RLM-6, And RLM-16



1.6286

Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-1

Page 2 of 2

SURREBUTTAL GROSS REVENUE CONVERSION FACTOR

LINE

NO DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - LZ)
Revenue Conversion Factor (L1 /LE)

1.0000
0.3860
0.6140

5
6
7
8
9

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
ArizonaState Income Tax Rate
Federal Taxable Income (L5 - L6)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X LB)
Combined Federal And State Income Tax Rate (LE + LE)

100.0000%
6.9680%

93.0320%
34.0000%
31 .6309%
38.5989%

$ 2,586,734
2,029,771

11
1 2
1 3

Required Operating Income (Sch. RLM-1, Pg 1, C (B), LE)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. RLM-1, Pg 1, C (B), L2)
Required Increase In Operating Income (L11 - L12) $ 556,963

Income Taxes On Recommended Revenue (Col. (D), L31)
Income Taxes On Test Year Revenue (Col. (D), L32)
Required Increase In Revenue To Provide For Income Taxes (L14

$ 924,560
574,434

L15)

14
1 5
1 6

17 Total Required Increase In Revenue (L13 + L16)

$

$

350,126

907,090

RUCO
Recommended
$ 9,127,675

5,616,380
1,115,991
2,395,303

6.9680%
s

$ 166,905

$
$

2,228,399
7,500
5,250
8,500

91 ,650

643,756

1 8
1 9
20
21
22
23
24
25
26
27
28

29
30
31

CALCULATlON OF INCOME TAX

Revenue (Sch. RLM-1, Pg 1, Col. (B), L10)
Operating Expense Excluding Income Tax (RLM-6, Col. (E), L25 - L23)
Synchronized Interest (Col. (C), L37)

Arizona Taxable Income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax On 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax On 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax On 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax On 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax On 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal And State Income Tax (L23 + L30)

$
$

757,656
924,560

32
33

Test Year Combined Income Tax, RUCO As Adjusted (RLM-6, Col. (C), L23)
RUCO Adjustment (L31 - L32) (See RLM-6, Col. (D), L23)

$
$

574,434
350,126

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 34.00%

$ 36,953,344
3.02%

35
36
37

CALCULATION OF INTEREST SYNCHRONIZATIONS
Rate Base (Sch. RLM-2, Col. (H), L15)
Weighted Avg. Cost Of Debt (Sch, RLM-16, Col. (F), LI )
Synchronized Interest (L35 X L36) $ 1,115,991



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-2A

Page 1 of 1

SURREBUTTAL RATE BASE . ORIGINAL COST

LINE

NO.

1

DESCRIPTION
Gross Utility Plant In Service

(A)
COMPANY
AS FILED

OCRB/FVRB
$ 61 ,588,447

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

s (1 ,955,943)

(C)
RUCO

ADJ'TED
OCRB/FVRB

$ 59,632,504

2
3

Accumulated Depreciation
Net Utility Plant In Service (Sum L1 &LE) $

(12,099,985)
49,488,462 $

80,362
(1 ,875,581) $

4 Advances In Aid Of Const. $ (1,704,269) $ $

(12,019,623)
47,612,881

0
(1,704,269)

$ $ (322,588) $5
6
7

Contribution In Aid Of Const,
Accumulated Amortization Of CIAC

NET CIAC (LE + L7) $

(12,789,338)
5,539,222
(7,250,116) $ (322,588) $

(13,111,926)
5,539,222
(7,572,704)

8 Imputed Regulatory Advances $ $ $

g imputed Regulatory Contributions $ $ $

10 Customer Meter Deposits $ (12,600) $ $ (12,600)

11 Deferred Income Taxes And Credits $ (1 ,600,604) $ $ (1 ,600,604)

12 Investment Tax Credits 35 $ $

13 Deferred Debits $ 1 ,238,398 $ $ 154,761

14 Allowance For Working Capital $ 705,715 $

(1 ,083,637)

(629,836) $ 75,879

15
16
17

Utility Plant Acquisition Adjustment
Rounding

TOTAL RATE BASE (Sum L's 4, 5, & 8 Thru 17)

$
$
$ 40,864,986

$
$
$ (3,911,642)

$
$
$ 36,953,344

References:
Column (A): Company Schedule B-1
Column (B): Schedule RLM-2
Column (C): Column (A) + Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08~0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-6

Page 1 of 1

SURREBUTTAL OPERATING INCOME

LINE
NO.

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROP'D

CHANGES

(E)
RUCO

AS
RECOMM'D

$ 7,832,113 $ 371,853 $ 8,203,966 $ 907,090 $ 9,111,0561
2
3
4

DESCRIPTION
Revenues:

Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues
TOTAL OPERATING REVENUE $

16,619
7,B48,732 $ 371,853 $

16,619
8,220,585 $ 907,090 $

16,619
9,127,675

$ 715,B59 $ (12,536) $ 703,323 $ $ 703,323

(51,945)
290

(11 ,119)

693,068
185,037

693,068
185,037

(10,096)
(367,350)
(22,302)
23,604

5
6
7
8
g
10
11
12
13
14
15
18
17
18
19
20
21
22
23
24

Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes - Property Taxes
General Taxes - Other
Income Tax
Rounding

693,068
236,982

(290)
923,778
184,827
130,911
21,283
45,435

123,742
21 ,467
87,860

351,828
578,292

1,615,824
268,996
67,972

228,400
1

346,034

912,659
184,827
130,911
21,283
45,435

123,742
21,467
87,860

341,732
210,942

1,593,522
292,600
67,972

574,434 350,126

912,659
184,827
130,911
21,283
45,435

123,742
21 ,467
87,850

341 ,732
210,942

1,593,522
292,600
67,972

924,560

25 TOTAL OPERATING EXPENSES $ 6,296,235 $ (105,420) $ 5,190,814 $ 350,126 $ 6,540,941

26 OPERATING INCOME (LOSS) $ 1 ,552,497 $ 477,273 $ 2,029,771 $ 556,963 $ 2,586,734

References:
Column (A): Company Schedule C-1
Column (B): RLM-7, Columns (B)Thru (H)
Column (C): Column (A) + Column (B)
Column (D): RLM-1, Pages 1 &2
Column (E): Column (C) + Column (D)



N
£"J_
cf:
C!
I"

,mm,mnv qtDtDF> "l
o f ¢oaooanv|-voor- 10 m

m
lD 1" 1-r" 1- l*)NIDl\l ID

1

N
cm

r- c>̀  m'n r̀-
.J-I

Q
o r -
03
3 <
'lm<

cm
83

8 "R t
45 to

q1-
he_DonI*
no

1-
| -
r -
aa
ND
N

99 so

D l_l_l
,},*,'z:,<¥-»-O(- 2

113

| I | \ I I I I I | u | I I I | I | I| I I §
8

W
8.
3
m

*aw-
8 8 °
a r m
E058Lr1334
30:
>-_Q
3cs

GJ>.c
m u
.gem
'U
E
m[L as Ia

I I I I I I | I I I I \ I I I I I a | | I I

1 -
m
C !
to
m4.4

mQ
m!$\->~...»

4

Lo cm
Q UJ
t o
}- u;224

><
3 w vo vi

w
I | | |

UP1"
1-
1-
1-

o>
1- I | | | II 1- I I I I I I I I
1-1-

ID
CO wz a 8»- _

<2 =
3 w

09 ah

r I I I I

f--
LD

I |  3 I
"_
LDMY

| I | I | I I I a a | | | I
i n

q

U 1
1 -

I D8

,_JuJ
o < w
2 Q z
1- E Lu
2 Lu D-'1 I ><
D (_) LU
< as 69 99

I | | 1
CeaN I 1 I I l | I r | I v r I a

3N

Q

. 2OUJ
258t-§ ""EQ3 o< m e Se an

1 1 I

I I I I I I I I I I l I | I I I I I I | | |

»"-
N
cy
FJ*
N
Nr i

N
D
F">N
N

69 HE

I I I | 1 I I I I I I I I I 1 I I I I I 8 l5"1"
N

I 8
¢DmIN

8888

sag;
93838
68888
83838
1688844 09 UP

8 3 $4
5 2 QQ

8% g 88
'go 8 'go
go 8 so
EE 3 88

§=> ......
i§885§§85
33585333

I I I I I I I | I I I I | I I I

m
.  8  .co'

J

| I I I
mm
rID

09 89 ea

I I I I I I I I | I I I I I 1 I | I I I I

C>
go .r-`
tom

DID
(*)_r-
go
m

8
|- ~§.=
g 8889
a E9-H15W 328
8 = 1 3 4 3
E E <84

i s  J r" o8§9838§
FD~* §8|-
ga "QE
8 . u n l -
H-E t- -gmo 3 9 0 1
>238,-.18§3"'é§8&: 3 w
§>- m S

3'=2 el| -
I I3
8Kz
Dw

,am m
O,.32>¢§CJUJI-21.1.1

M " : 1 - 2
D D 3w < E he he

no
om
5

I I I I 8 IIDǸ
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Arizona-Amercian Water Company
Docket Nos. SW 8< W-01303A-08-0-27
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-8

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1

PROPERTY TAX COMPUTATION

LINE

NO. DESCRIPTION REFERENCE (A) (B)

Calculation Of The Company's Full Cash Value:

$1
2
3
4
5

Annual Operating Revenues:
Adjusted Revenues In Year Ended December 2007
Adjusted Revenues In Year Ended December 2007
Proposed Revenues

Total Three Year Operating Revenues
Average Annual Operating Revenues

Sch. RLM-6, Col (C), Lm 4
Sch. RLM-6, Col (C). Lm 4
Sch. RLM-6, Col (D), Ln 4

Sum of Lines 1, 2 8 3
Line 4 / 3

$

8,220,585
8,220,585
9,127,575

25,568,845
8,522,948

6 Two Times Three Year Average Operating Revenues Line 5 X2 $ 17,045,896

Co, Sch. E-1, Page 2
Line 7 X 10%

$ 1,438,0157
8

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP $ 143,802

Company Workpapers
Company Workpapers

Line 9 + Line 10

$9
10

11

SUBTRACTS
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dep. Of Transportation Equipment

Book Value Of Transportation Equipment $

12 Comparay's Full Cash Value ("FCV") Sum of Lines 6, 8 & 11 $ 17,189,698

Calculation Of The Company's Tax Liability:

13
14

MULTIPLY:
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 $

23.0%
3,953,631

15
16
17

Property Tax Rates:

Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability

Company Workpapers
Company Workpapers

Line 15 + Line 16

7.40%
0.00%
7.40%

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 292,600

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 268,996

20 Decrease In Property Tax Expense Line 18 - Line 19 $ 23,604

21 RUCO Adjustment (See RLM-6, Column (B)) Line 20 $ 23,604



Arizona-Amercian Water Company
Docket NOS. SW & W-01303A-08-0227
Test Year Ended December 31 , 2007

Paradise Valley Water District
Schedule SURR RLM-9

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
TEST YEAR DEPRECIATION EXPENSE

LINE

(B)
COMPANY

PROPOSED

DEP. RATESACCOUNT NAME

(C)
TEST YEAR

DEPRECIATION

EXPENSE
$

(A)
TOTAL
PLANT

VALU E
15.350 $

10,520

8,324

(489,825) (12,241)

20,468,880
23,764
5,731

409,378
356
229

3,036
(8,633)

121
(344)

1,814,629
554,631

3,487,801
t90

45,003
24,348

153,114
8

9,826,154 693,726

2,11 5,945
2,395,291

114,959
5,046,297
9,132,419

14,058
2,724,759

350,869
148,305

1,054,321

66,652

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.50%
3.99%
2.00%
1.50%
3.99%
0.00%
3.99%
3.99%
0.00%
2.48%
4.39%
4.39%
4.39%
0.00%
7.06%
1.11%
3.15%
0.00%
4.17%
2.52%
2.34%
1.53%
4.72%
2.51%
1.51 %
2.10%
0.00%
0.00%
4.04%
10.00%
25.00%
7.13%
22.00%
7 80%
0.93%
3.81%
10.00%
4.84%
9.76%
4.93%

4,794
127,167
213,699

215
128,609

8,807
2,239

22,141

NO,
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
43

ACCOUNT

NCI
301000
302000
339600
303200
303300
303500
303600
304100
304200
304300
304400
304500
304600
304700
304800
305000
307000
310100
311200
311300
311500
320100
309000
330000
331001
331100
331200
331300
332000
333000
334100
334200
335000
339100
339500
340100
340200
340300
340500
341100
341300
341400
343000
344000
345000
348100
346300
TOTAL

SUBTOTAL

Organization
Franchises
Miscellaneous intangibles
Land & Land Rights SS
Land & Land Rights P
Land & Land Rights TD
Land & Land Rights AG
Struck & Imp SS
Struck & Imp P
Struct & Imp WT
Strict & Imp TD
Struck & Imp AG
Strict & Imp Offices
Struct & Imp Store, Shop, & Garage
Struct a, Imp Misc
Collect & Impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Supply Mains
Dist Reservoirs & Standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mains min to Bin
TD Mains 10in to 16in
Fire Mains
services
Meters
Meter Installations
Hydranls
Other P/E Intangible
Other P/E TD
Office Furniture & Equip
Comp 8- Periph Equip
Computer software
Other Office Equipment
Trans Equip Lt Duty Tris
Trans Equip Autos
Trans Equip Other
Tools,Shop,GarageEquip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

TEST YEAR DIRECT UPIS AND DEPRECIATION EXPENSE
TEST YEAR CORPORATE UPIS AND DEPRECIATION EXPENSE

ES

58,812
38,291
14,710

674
(0)

3,541
27,905

1 11,11 e
17,620
96,131

386,889
58,841

59,632,504
120,225

s

2,376
3,829
3,678

4 8
(0)

276
260

4,01 t
1,762
4, 460

37,760
2,901

1,949,382
26,819

TOTAL DEPRECIATION EXPENSE ON UPIS 1 ,976,201

SUB-TOTAL

72
(382,752)

$

44
46
47
48
49
50
51
52
53

POST TEST YEAR DEPRECIATION EXPENSE ON UPIS
AMORTIZATION OF DEFERRED DEBIT - Y2K COSTS
AMORITZATION OF REGULATORY ASSETS
AMORTIZATION OF CONTRIBUTIONS
AMORTIZATION OF REGULATORY c\Ac

Rounding
TOTAL DEPRECIATIONEXPENSE
Company As Filed
Difference $

1
1593, 522
1 ,e15,824

(22,302)

54
References:

RUCO Adjustment (See RLM-7, Column (C)) $ (22,302)

Column (A)1 RLM-3, Page 7, Column (D)
Column (B) RLM-3, Page 1, Column (A)
Column (C)t Column (A) X Column (B)



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

INCOME TAX EXPENSE

(A) (B)
LINE
no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Sch. RLM-6, Column (C), L26 + L23 $ 2,604,205

2
3
4

Operating Income Before Taxes
LESSI

Arizona State Tax
Interest Expense

Federal Taxable Income

Line 11
Note (A) Line 20

Line 1 - Line 2 - Line 3 $

103,699
1,115,991
1,384,515

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch. RLM-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

34.00%
470,735

STATE INCOME TAXES:

7 Line 1 $ 2,604,205

8
9

Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Note (A) Line 20
Line 7 - Line 8 $

1,115,991
1,488,214

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line g X Line 10 $ 103,699

Line 6
Line 11

Line12 + Line 13

$12
13
14

TOTAL INCOMETAX EXPENSE:
Federal Income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO $

470,735
103,699
574,434

15 Total Income Tax Expense Per Company (Per Company Sch. C-1 ) 228,400

16 Total \income Tax Adjustment Line 14 - Line 15 $ 346,034

17 RUCO Adjustment (See Sch. RLM-7, Column (J)) Line 16 $ 346,034

$18
19
20

NOTE (A)¥
Interest Synchronization:
Adjusted Rate Base (Sch. RLM-2, Col. (H), L17)
Weighted Cost of Debt (Sch. RLM-16 Col. (F)_ LI)
Interest Expense (L18 X L19) $

36,953,344
3.02%

1,115,991



Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0_27
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-RD1

Page 1 of 2

(A) (F)

LINE
no.

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE

PRO PO SE D REVENUE

(B) (C)
TEST YEAR

TEST YEAR ADJUSTED

DETERMIN'TS DETERMIN'TS

ANN'ZED

ADJUSTM'TS

(D)
PROPOSED
CHARGES &
USAGE FEES

(E)
RUCO

PROPOSED
REVENUES

TOTAL

REVENUES

1
2
3
4
5
6
7
8
9
10

DESCRIPTION
RESIDENTIAL CUSTOMERS

P1M1A - 5/8"
P1M1A - 3/4"
P1M1A . 1*
P1M1A - 1-1/2"
P1M1A - 2'
P1M1B . MMWC 5/8"
P1M1B - MMWC 1"
P1M1B . MMWC 1-1/2"
P1M1B - MMw(: 2"

Total Customers

-5
-0.08

-4
0
0
0
0
0
D
-9

s
s
$
$
$
$
$
$
$

28.50
29.49
47.54
95.99

152.98
28.50
47.54
g5_gg

15298

$ 770,453
1 1 .334

1,096,158
73,403

253,500
683

24,617
23,079
20,208

2.258
32

1 ,928
54
138
2
43
20
11

4,494

2.253
32

1 ,921
64
138
2
43
20
11

4,4a4 $ 2,273,436

11
12
13
14

Commodity Usage
First Tier - First 25,000 Gals,
Second Tier .. Next 55,000 Gals.
Third Tier - Over 80,000 Gals

Total Usage

892,767
796,125
548,980

2,237,872

-2,550
-1 ,ass
-253

4,489

890,216
794,440
548,727

2,233,383

$
$
$

1 .3112
2.2730
2.8458

$ 1 ,167,281
1 ,805,725
1 ,561 ,552

15 TOTAL RESIDENTIAL CUSTOMERS REVENUE

$ 4,534,558

$ 5,807,993

16
17
18
19
20
21
22
23
24

COMMERCIAL CUSTOMERS
P2M1 A . 5/s"
P2M1A - 3/4"
P2M1A - 1"
P2M1A - 1-1/2"
P2M1A . 2"
P2M1A - 3"
P2M1A . 4"
P2M1A . 6"

Sub-Total Customers

G7
1
51
25
123
25
1
4

297

»O42
0

-0.33
-0.17

-1
0
0
0
-2

67
1
51
24
123
Z5
1
4

295

$
$
$
$
$
$
$
$

28.50
29.49
47.54
95.99

152.98
283.45
471.68
944.83

$ 22,854
354

29,004
28,060

225,001
83,495
5,660

45,352
$ 439,780

25
26
27

~2,917
0

_2,917

394,472
173,333
567,805

s
$

22730
3.0328

$ 896,616
525,692

Commodity Usage
First Tier
Second Tier

Sub-Total Usage

397,389
173,333
570,722 $ 1,422,308

28
29
30
31

P2M1T - TURF 3"
P2M1T . TURF 4"
P2PVC - CC 6"

Sub-Total Customers

1
0_33

1
2

0
0
0

1
0.33

1
2

$
$
$

283.45
471 .68
803.12

2,304
1 ,887

10,208
$ 14,399

0
0
0

s
$

1.916a
1.8609

$ 78,614
345.107

32
33
34

Commodity Usage
P2M1T . TURF 3" a. 4"
P2PVC . CC 6"

Sub-Total Usage

39,969
185,447
225,416

39,969
185,447
225,416 $ 421,721

35
36
37
38

Total Customers
Total Usage

First Tier
Second Tier

299
622,805
173,333
796,138

39 TOTAL COMMERCIAL CUSTOMERS REVENUE $ 2,298,208
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule SURR RLM-RD1

Page 2 of 2

(A) ( 8
RUCO

PROPOSED
REVENUES

(F)

LINE
no.

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE

PROPOSED REVENUE

(B) (C)
TEST YEAR

TEST YEAR ADJUSTED

DETERMIN'TS DETERMIN'TS

ANN'ZED

ADJUSTM'TS

(D)
PROPOSED
CHARGES &
USAGE FEES

TOTAL

REVENUES

40 1 0 1 283.45

41
42

DESCRIPTION
OPA CUSTOMERS

P4MIT _ 3

Commodity Usage
All Usage

Total Usage

TOTAL OPA CUSTOMERS REVENUE

11,050
11,050

0
0

11,050
11,050

$

$ 1.9168 $

$3.401

21.181

43

$

s

24,582

24,582

44
45
46
47

SALE FOR RESALE CUSTOMERS
P5M1A . OWU/OPA 5/B"
P5M1A - OWU/OPA 1"
P5M1A . OWU/OPA 2"

Total Customers

5
10
5

20

0
0
0

5
10
5

20

$
s
$

28.50
47.54

152.98

$ 1,710
5,780
9,179

$ 16,668

48
49

Commodity Usage
All Usage

Total Usage

TOTAL SALE FOR RESALE CUSTOMERS REVENUE

7,855
7,855

0
0

7.855
7,855

$ 2.8822 $ 22,640

50

$

$

22,640

39,308

51
52

PRIVATE FIRE PROTECTION CUSTOMERS
P6M1A

Commodity Usage
69 0

0
69 $ 25.45

No Charge
$ 21,101.56

53

54

TOTAL PRIVATE FIRE PROTECTION CUSTOMERS REVENUE

TOTAL RUCO PROPOSED REVENUE PER BILL COUNT

55
56

Unreconciled Difference vs. Billed Revenues
REVENUE PER BILL COUNT

$ 21,102

$ 9,191,193

(80,137)
9,111,056

57
58
59
GO

Other Water Revenues
TOTAL REVENUE
PROPOSED REVENUE
Difference

$
$

16,619
9,127,675
9,127,675

0
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Arizona-Amercian Water Company
Docket Nos. svc &W-01303A-08-0227

Test Year Ended December 31, 2007

Paradise Valley Water District
Schedule suRe RLM»RD2

Page 1 of 1

TYPICAL RESIDENTIAL BILL ANALYSIS

(A) (B) (C) (D) (E) (F)
LINE
NO. DESCRIPTION PRESENT COMPANY PROPOSED RUCO PROPOSED

1
2
3

REVENUE ALLOCATION
RESIDENTIAL
OTHER

TOTAL

s
s
$

6,138,486
1,756,288
7,894,774

77.75%
22.25%
100.00%

s
s
s

8,672,282
2.341517

11,013,793

78.74%
21.26%
100.00%

s
$
s

6,962424
2,437,259
9,399,683

74.07%
25.93%

100008/11

4
5
6

ALLOCATION RATIOS
FIX REVENUE
VARIABLE REVENUE

TOTAL

2016.921
2502,6B0
4,519.601

44.63%
55.37°/1
100. 00%

s
s
s

2,720,360
8293438

11,013,799

24.70%
75.30%
100.00%

s
s
s

2,831,592
6,568,091
9,399,683

30.12%
69.88%

100.00%

RESIDENTIAL(5l8" x 3l4")RATE DESIGN PRESENT COMPANY PROPOSED RUCO PROPOSED

7 $ 2434 s 28.00 s 28.50

8
9
10

BASIC MONTHLY CHARGE
COMMODITY CHARGE

PRESENT PROPOSED
First Tier . Fits( 25,000 Gals. First Tier - Firsl 25000 Gals
Second Tier . Next 55,000 Gals. Second Tier » Next 55,000 Gals.
Third Tier - Over 80,000 Gals. Third Tier Over 80000 Gals.

s
s
s

12134
2.1034
25334

s
s
s

1.2at.3
2.23
2.7960

$
s
s

1.3112
2.2730
musa

RESIDENTIAL BILL IZOMPARISONS
COST oF WATER SERVICE
AT DIFFERENT LEVELS OF USAGE
WITH PERCENTAGE INCREASE IN BILL

MONTHLY
CONSUMPTION

% OF AVERAGE
MONTH USAGE
OF 20 493 Gal.

PRESENT
MONTHLY

WATER COST

RUCO PROP'D
MONTHLY

WATER COST

Ruco PROP'D
MONTHLY
INCREASE

RUCO PROP'D
MONTHLY

yr INCREASE

11
12
13
14
15

5123
10,472
20,493
30,740
40,986

25.00%
50.00%
100.00%
150.00%
200.00%

s
s
s
s
s

30.56
37.05
49.21
69.79
96.77

s
s
s
s
s

35.22
42.23
55.37
74.33
97.61

s
s
s
$
$

4.66
5.18
6.16
4.54
0.84

15.25%
13.99%
12.53%
8.50%
0.87%
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Arizona-Amercian Water Company
Docket Nos. SW 8. W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District

TABLE OF CONTENTS TO RLM SURREBUTTAL SCHEDULES

SCH.
no .

PAGE
no. TITLE

SURR R_M4 1 &2 REVENUE REQUIREMENT AND GROSS REVENUE CONVERSION FACTOR

SURR RLM-2A 1 RATE BASE

SURR RLM-2 1 SUMMARY OF ORIGINAL COST RATE BASE ADJUSTMENTS

SURR RLM-5 1 & 2 ALLOWANCE FOR WORKING CAPITAL

SURR RLM-6 1 OPERATING INCOME

SURR RLM-7 1 SUMMARY OF OPERATING INCOME ADJUSTMENTS

SURREBLJTTAL TESTIMONY, RLM ACRM REVENUE

LABOR EXPENSE

TANK MAINTENANCE

CHEMICALEXPENSE

SURREBUTTAL TESTIMONY, RLM

SURREBUTTAL TESTIMONY, RLM

SURREBUTTAL TESTIMONY, RLM

SURREBUTTAL TESTIMONY, RLM WATER TESTING EXPENSE

SURR RLM-8 1 PROPERTY TAX COMPUTATION

SURR RLM-9 1 TEST YEAR DEPRECIATION EXPENSE

SLJRR RLM-13 1 INCOME TA>< EXPENSE

SURR RD-1 1 RATE DESIGN AND PROOF OF RECOMMENDED REVENUE

SURR RD~2 1 TYPICAL RESIDENTIAL BILL ANALYSIS
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0-27
Test Year Ended December 31, 2007

Tubae Water District
Schedule SURR RLM-1

Page 1 of 2

SURREBUTTAL REVENUE REQUIREMENT

LINE

NO. DESCRIPTION

(A>
COMPANY

OCRB/FVRB
COST

(B)
RUCO

OCRB/FVRB
COST

1 Original Cost Rate Base $ 1 ,527,454 $ 1 ,423,707

2 Adjusted Operating Income (Loss) $ (38,553) $ (62,800)

3 Current Rate Of Return (L2 /L1 ) -2.52% -4.41%

4 Required Operating Income (L5 X LI ) $ 128,306 $ 99,660

5 Required Rate Of Return On Fair Value Rate Base 8.40% 7.00%

6 Operating Income Deficiency (L4 - L2) $ 166,859 $ 162,459

7 Gross Revenue Conversion Factor (RLM-1, Page 2) 1 .6674 1 .3067

8 Increase In Gross Revenue Requirement (L7 X LE) l$ 212,291 I

g Adjusted Test Year Revenue $ 426,898 $ 426,900

10 Proposed Annual Revenue (LB + LE) $ 705,112 $ 639,191

11 Required Percentage Increase In Revenue (L8 /LE) 65.17% 49.73%

12 Rate Of Return On Common Equity 11.91% 8.88%

References:
Column (A): Company Schedules A-1 and C-1
Column (B): RUCO Schedule RLM-1 Page 2, RLM-6, And RLM-16
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0_27
Test Year Ended December 31, 2007

Tubae Water District
Schedule SURR RLM-1

Page 2 of 2

SURREBUTTAL GROSS REVENUE CONVERSION FACTOR

LINE

NO. DESCRIPTION (A) (B) (C) (D)

1
2
3

4

CALCULATION OF GROSS REVENUE CONVERSION FACTOR:
Revenue

Combined Federal And State Tax Rate (L10)
Subtotal (LI - L2)
Revenue Conversion Factor(LI /LE)

1.0000
0.2347
0.7653

5
6
7
8
9

10

CALCULATION OF EFFECTIVE TAX RATE:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable income (L5 - LE)
Applicable Federal Income Tax Rate (Col. (D), L34)
Effective Federal Income Tax Rate (L7 X LB)
Combined Federal And State Income Tax Rate (L6 + LE)

100.0000%
6.9680°/a

93.0320%
17.7415%
16.5053%
23.4733%

11
1 2
1 3

$ 99,660
(62,800)

Required Operating Income (Sch. RLM-1, Pg 1, C (B), LE)
Adj'd T.Y. Oper'g Inc. (Loss) (Sch. RLM-1, Pg 1, C (B), L2)
Required Increase In Operating income (L11 - L12) $ 162,459

14
15
1 6

17

Income Taxes On Recommended Revenue (Col. (D), L31)
Income Taxes On Test Year Revenue (Col. (D), L32)
Required Increase In Revenue To Provide For Income Taxes (L14

$ 17,381
(32,451)

L15)

Total Required Increase In Revenue (L13 + L16)

$

$

49,832

212,291

-23)

RUCO
Recommended
$ 639,191

522,151
42,996
74,044

6.9680%
$

$ 5,159

1 8
1 9
20
21
22
2 3
24
2 5
26
27
28
29
30
31

$
$

68,885
7,500
4,721

CALCULATION OF INCOME TAX

Revenue (Sch. RLM-1, Pg 1, Col. (B), L10)
Operating Expense Excluding Income Tax (RLM-6, Col. (E), L25
Synchronized Interest (Col. (C), L37)

Arizona Taxable income (L18 - L19 - L20)
Arizona State Income Tax Rate
Arizona income Tax (L21 X L22)
Fed. Taxable Income (L21 - L23)
Fed. Tax On 1st Inc. Bracket ($1 - $50,000) @ 15%
Fed. Tax On 2nd Inc. Bracket ($50,001 - $75,000) @ 25%
Fed. Tax On 3rd Inc. Bracket ($75,001 - $100,000) @ 34%
Fed. Tax On 4th Inc. Bracket ($100,001 - $335,000) @ 39%
Fed. Tax On 5th Inc. Bracket ($335,001 - $10M) @ 34%
Total Federal Income Tax (L25 + L26 + L27 + L28 + L29)
Combined Federal And State Income Tax (L23 + L30)

$
$

12,221
17,381

32
33

Test Year Combined Income Tax, RUCO As Adjusted (RLM-6, Col. (C), L23)
RUCO Adjustment (L31 - L32) (See RLM-6, Col. (D), L23)

$
$

(32,451)
49,832

34 Applicable Federal Income Tax Rate (Col. (D), L30 / Col. (C), L24) 17.74%

35
36
37

$

CALCULATION OF INTEREST SYNCHRONIZATIONs
Rate Base (Sch. RLM-2, Col. (H), L15)
Weighted Avg. Cost Of Debt (Sch. RLM-16, Col. (F), LI)
Synchronized Interest (L35 X L36) $

1 ,423,707
3.02%

42,996



Arizona-Amercian Water Company
Docket Nos. SW & w-01303A-08-0227
Test Year Ended December 31, 2007

Tubac Water District
Schedule SURR RLM-2A

Page 1 of 1

SURREBUTTAL RATE BASE . ORIGINAL COST

LINE

NO.

1

DESCRIPTION
Gross Utility Plant In Service

(A)
COMPANY
AS FILED

OCRB/FVRB
$ 3,423,384

(B)
RUCO

OCRB/FVRB
ADJUSTMENTS

$

(C)
RUCO

ADJ'TED
OCRB/FVRB

$ 3,423,384

2
3

Accumulated Depreciation
Net Utility Plant In Service (Sum LI 8 LE) $

(939,364)
2,484,020 $

1,550
1,550 $

(937,814)
2,485,570

4 Advances In Aid Of Const. $ (1 ,042,125) $ (20,266) $ (1,062,391)

5
6
7

s $ $Contribution In Aid Of Const.
Accumulated Amortization Of CIAC

NET CIAC (L6 + L7) $

(195)
17

(178) $ $

(195)
17

(178)

8 Imputed Regulatory Advances $ $ $

g Imputed Regulatory Contributions $ (58,023) $ $ (58,023)

10 Customer Meter Deposits $ (540) $ $ (540)

11 Deferred Income Taxes And Credits $ 46,088 $ $ 46,088

12 Investment Tax Credits $ $ $

13 Deferred Debits $ 54,503 $ (51,122) $ 3,381

14 Allowance For Working Capital $ 43,709 $ (33,908) $ 9,800

15
16
17

Utility Plant Acquisition Adjustment
Rounding

TOTAL RATE BASE (Sum L's 4, 5, & 8 Thru 17)

$
$
$ 1,527,454

$
$
$ (103,747)

$
$
$ 1,423,707

References:
Column (A): Company Schedule B-1
Column (B): Schedule RLM-2
Column (C): Column (A) + Column (B)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31 , 2007

Tubac Water District
Schedule SURR RLM-5

Page 1 of 2

EXPLANATION OF RATE BASE ADJUSTMENT no. 6
ALLOWANCE FOR WORKING CAPITAL

(A) (B)
LINE
no. DESCRIPTION AMOUNT REFERENCE

1

2

3

Materials And Supplies As Per Company
Materials And Supplies As Per RUCO
Adjustment

1,445
1,445

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 2 - Line 1

4
5
6

Prepayment As Per Company
Prepayment As Per RUCO
Adjustment

1,598
1,598

Company Schedule B-5, PG. 1
Company Schedule B-5, PG. 1

Line 5 - Line 4

7
8
g

Cash Working Capital As Per Company
Cash Working Capital As Per RUCO
Adjustment

40,665
6,757

(33,908)

Company Schedule B-5, PG. 1
RUCO Schedule RLM-5, Page 2

Line 8 - Line 7

10 TOTAL ADJUSTMENT (See RLM-2, Column (G))

$

$

$

$

$

s

$ (33,908) Sum Lines 3, 6 & 9



Arizona-Amercian Water Company
Docket NOS, SW & W-01303A-08-0227
Test Year Ended December 31, 2007

EXPLANATION OF RATE BASE ADJUSTMENT no. 6 - CONT'D
LEADILAG DAY SUMMARY

Tubae W ater District
Schedule SURR RLM-5

Page 2 of  2

(B) (D) (E)

LINE
no. DESCRIPTION

(A)
COMPANY
EXPENSES
AS FILED

RUCO
ADJUSTM'TS

(C)
RUCO

EXPENSES
AS ADJUSTED

(LEAD)/LAG
DAYS

DOLLAR
DAYS

$ 131,623 $ (1,183) $ 130,440 $ 1,565,275

(1,049)

25,631
2,190

86,131
24,921
28,546
2,038
5,049

11,644

12.00
86.87
32.42
28.47
(3.88)
(4.64)
45.00
45.00
7.46

(10.68)

830,957
62,357

(334,187)
(115,747)

1,284,592
91,708
37,666

(124,379)

1
2
3
4
5
6
7
8
g

10
11
12

Appropriate Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Management Fees
Group Insurance
Pensions
Insurance Other Than Group
Customer Accounting
Rents
Depreciation 8 Amortization
Other Operating Expenses

Taxes:
Taxes Other Than Income
Property Taxes
Income Tax

25,631
2,190

87,180
24,921
28,546
5,049

11,644
4,146

81,679
77,593

(3,011 )
(6,595)
7,498

(81 ,679)
1 ,240 78,833 30.00 2,364,991

13
14
15

11,078
26,350
52,871

3,a87
(35,490)

11 ,078
30,236
17,381

15.65
212.50
42.04

173,382
6,425,216

730,683

16 Interest Expense 42,996 42,996 106.52 4,579,929

17 Total Appropriate Operating Expenses $ 570,501 $ (73,387) $ 497,114 $ 17,572,443

18 Expense Lag Line 17, Col. (Et (C) 35.35

19 Revenue Lag Company Response To RUCO DR B 40.31

20 Net Lag Line 19 - Line 18 4.96

21 RUCO Adjusted Expenses Col. (c), Line 17 $ 497,114

22 Cash Working Capital Line 20 X Line 21 /365 Days 6,757

23 Company As Filed Co. Schedule B-6, Page 1 40,665

24 Difference Line 22 - Line 23

25 ADJUSTMENT (See RLM-5, Page 1, L 9) Line 24

$

$

(33,908)

(33,908)

References:
Column (A): - Company Schedule B-6
Column (B): RUCO Operating Income Adjustments (See Schedule RLM-7)
Column (C): Column (A) + (B)
Column (D): - Company Schedule B-6
Column (E): Column (C) X Column (D)



Arizona-Amercian Water Company
Docket Nos. SW 81 W-01303A-08-0227
Test Year Ended December 31, 2007

Tubac Water District
Schedule SURR RLM-6

Page 1 of 1

SURREBUTTAL OPERATING INCOME

LINE
NO.

(A)
COMPANY

AS
FILED

(B)
RUCO

TEST YEAR
ADJM'TS

(C)
RUCO

TEST YEAR
AS ADJ'TED

(D)
RUCO
PROP'D

CHANGES

(E)
RUCO

AS
RECOMM'D

1
2
3
4

DESCRIPTION
Revenues:

Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues
TOTAL OPERATING REVENUE

$ 423,061 $ $ 423,061 $ 212,291 $ 635,352

$
3,839

426,900 $ $
3,839

426,900 $ 212,291 $
3,839

639,191

$
$

131,623 $ (1,183) $ 130,440 $ $ 130,440

25,631
2,t90

25,631
2,190

27
(1,049)

558

1,215
1,478
(412)

3,887

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Operating Expenses:
Labor
Purchased Water
Fuel & Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
General Taxes - Property Taxes
General Taxes - Other
Income Tax
Rounding

25,631
2,190

(27)
87,180
24,921
28,546
1,480
5,049

11,644
4,146
8,811

49,935
17,394
81,679
26,350
11,078
(52,178) 19,727

86,131
24,921
28,546
2,038
5,049

11,644
4,146
8,811

51,150
18,872
81,267
30,236
11,078
(32,451) 49,832

86,131
24,921
28,546
2,038
5,049

11,644
4,146
8,811

51,150
18,872
81,267
30,236
11,078
17,381

25 TOTAL OPERATING EXPENSES $ 465,453 $ 24,247 $ 489,700 $ 49,832 $ 539,531

26 OPERATING INCOME (LOSS) $ (38,553) $ (24,247) $ (62,800) $ 162,459 $ 99,660

References:
Column (A): Company Schedule C-1
Column (B): RLM-7, Columns (B) Thru (H)
Column (C): Column (A) + Column (B)
Column (D): RLM-1, Pages 1 & 2
Column (E): Column (C) + Column (D)
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Arizona-Amercian Water Company
Docket Nos. SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule SURR RLM-8

Page t of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 1

PROPERTY TAX COMPUTATION

LINE

n o . DESCRIPTION REFERENCE (A) (B)

Calculation Of The Compar\y's Full Cash Value:

$1
2
3
4
5

Annual Operating Revenues:
Year 2005
Year 2006
RUCO Proposed Revenue

Total Three Year Operating Revenues
Average Annual Operating Revenues

Co. Sch. E-2
Co. Sch. E-2

RUCO Sch. RLM-6
Sum Of Lines 1, 2 8- 3

Line 4 / 3
$

435,053
405,985
639,191

1 ,480,229
493,410

6 Two Times Three Year Average Operating Revenues Line 5 X2 $ 986,819

7
8

ADD:
10% Of Construction Work In Progress ("CWIP"):

Test Year CWIP
10% of CWIP

Co. Sch. E-1, Page 2
Line 7 X 10%

$ 479,596

$ 47,960

9
10
11

Company Workpapers
Company Workpapers

Line 9 + Line 10

$

SUBTRACT:
Transportation At Book Value:

Original Cost Of Transportation Equipment
Acc. Dep. Of Transportation Equipment

Book Value Of Transportation Equipment $

12 Company's Full Cash Value ("FCV") Sum Of Lines 6, 8 & 11 $ 1,034,779

Calculation Of The Company's Tax Liability:

13
14

MULTIPLY:
FCV X Valuation Assessment Ratio X Property Tax Rates:

Assessment Ratio
Assessed Value

House Bill 2779
Line 12 X Line 13 $

23.0%
237,999

15
16
17

Property Tax Rates:
Primary Tax Rate
Secondary Tax Rate

Estimated Tax Rate Liability

Company Workpapers
Company Workpapers

Line 15 + Line 16

12.70%
0.00%

12.70%

18 Company's Total Tax Liability - Based On Full Cash Value Line 14 X Line 17 $ 30,237

19 Test Year Adjusted Property Tax Expense As Filed Co. Sch. C-1 26,350

20 Decrease In Property Tax Expense Line 18 - Line 19 $ 3,887

21 RUCO Adjustment (See RLM-6, Column (B)) Line 20 $ 3,887



Arizona-Amercian Water Company
Docket NOS, SW a W-01303A-08-0227
Test Year Ended December 31, 2007

Tubac Water District
Schedule SURR RLM-9

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 2
TEST YEAR DEPRECIATION EXPENSE

ACCOUNT NAME

(A)
TOTAL
PLANT
VALUE

(C)
TEST YEAR

DEPRECIATION
EXPENSE

$ s567
2.030

20.414
50
50

422
2,755

25,292
14,608

559
323

156
498

3
11

238,951
4,832

2a1,110
879

403,823
55,863

151,203
301,122
874,456
390,384

7,360
205

11,919
37

17,122
2,235
2,449
5,932

17,227
7,691

401,618
99,053
20,328
78,367

9,840
2,397

492
1,544

5,453
1,336

17,166

179
145

4,292

LINE

n o .
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
LB
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42

ACCOUNT

NO .
301000
302000
303200
303300
303400
303500
303600
304100
304200
304300
304400
304600
304800
305000
307000
310100
311200
311300
311500
320100
330000
331001
331100
331200
331300
333000
334100
334200
335000
339100
339500
340100
340200
341100
341200
342000
343000
344000
345000
346100
346300

SUB-TOTAL

Organization
Franchises
Land & Land Rights SS
Land & Land Rights P
Land & Land Rights WT
Land & Land Rights TD
Land & Land Rights AG
Struck & Imp SS
Struck & Imp P
Struck 8¢ Imp WT
Struck 8¢ Imp TD
Struck & Imp Offices
Struct & Imp Misc
Collect 8¢ Impounding
Wells & Springs
Power Generation Equip Other
Pump Equip Electric
Pump Equip Diesel
Pump Equip Other
WT Equip Non-Media
Dist Reservoirs & Standpipe
TD Mains Not Classified By Size
TD Mains min & Less
TD Mains Gin to Bin
TD Mains 10in to 16in
Services
Meters
Meter Installations
Hydrants
Other P/E Intangible
Other P/E TD
Office Furniture & Equip
Comp & Periph Equip
Trans Equip Lt Duty Trks
Trans Equip Hvy Duty Tris
Stores Equipment
Tools,Shop,Garage Equip
Laboratory Equipment
Power Operated Equipment
Comm Equip Non-Telephone
Comm Equip Other

TEST YEAR DIRECT UPIS AND DEPRECIATION EXPENSE

14,442

(B)
COMPANY

PROPOSED
DEP. RATES

0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
0.00%
2.21%
2.21 %
2.21%
2.21%
2.21%
0.00%
0.00%
3.08%
4.24%
4.24%
4.24%
4.24%
4.00%
1.52%
1.97%
1.97%
1.97%
2.34%
2.45%
2.42%
2.42%
1 .97%
0.00%
0.00%
3.28%
10.83%
25.00%
15.00%
3.59%
3.59%
0.00%
4.64%
5.03%
4.93%

518

s

1 ,932
659

3,4091819 $

97
32

92,608

43 SUB-TOTAL TESTYEAR CORPORATE UPIS AND DEPRECIATION EXPENSE 12,387 3,026

44 SUB-TOTAL POST TEST YEAR DEPRECIATION EXPENSE ON UPIS

TOTAL DEPRECIATION EXPENSE ON UPIS45 $ 95,635

is AMORTIZATION OF DEFERRED DEBIT _ Y2K COSTS

47 AMORITZATION OF REGULATORY ASSETS

48 AMORTIZATION OF CONTRIBUTIONS

AMORTIZATION OF REGULATORY CIAC49
50
51

Rounding
TOTAL DEPRECIATION EXPENSE s

(14,368)

81,267

52
53

Company As Filed
Diflerence $

54
References:

RUCO Adjustment (See RLM-7, Column (C)) $

81,679
(412)

(412)

Column (A): RLM-3, Page 7, Column (D)
Column (B): RLM-3, Page 1, Column (A)
Column (C): Column (A) X Column (B)



Arizona-Amercian Water Company
Docket NOS SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule SURR RLM-12

Page 1 of 5

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7
MISCELLANEOUS ADJUSTMENTS

(B)
RUCO ADJUSTMENTS

ALLOCABLE ALLOC'N DISTRICT
TOTAL 4-FACTOR TOTAL

(A) (C) (D)

LINE
NO DESCRIPTION

RUCO
AS ADJUSTED

1 Tubac Water Direct Miscellaneous Account (RLM-12, Pg, Ln 113) $ (17.12) 100.00% $ (17)

2 (13,607.91) 0.7254% $ (99)

3

Corporate Office Allocable Miscellaneous Account (RLM-12. Pg 4, Ln 98) $

TOTAL $ (116)

NOTE

4
5
6
7
8
9
10

4-Factor Allocation
Sun City West Water District
Paradise Valley Water District
Tubac Water District
Agua Fria Water District
Havasu Water District
Mohave Water District
Mohave Wastewater District

8.3198%
7.6863%
0.7254%

23.0946%
1.3B50%
7.8288%
1.0290%

ADDITIONAL ADJUSTMENT FOR TUBAC WATER DISTRICT
The Company incorrectly Calculated "Corporate Office" Expense As A Positive Value Instead OfA Negative Value

Adjustment SLH-16 As Filed By Company
11 Tubae Water Direct Miscellaneous Account (Co. Sch. C-2, Pg 22) $ (100) 100.00% $ (100)

12
13

Corporate Office Allocable Miscellaneous Account (Co. Sch. C-2, Pg 22)
SUB-TOTAL

$ 16,849 0.7254% $ 122
$ 22

Company's Adjustment As Revised By RUCO
14 Tubae Water Direct Miscellaneous Account (Co. Sch, C-2, Pg 22) $ (100) 100.00% $ (100)

15
16

Corporate Office Misc. Account (Recorded As a Negative Amount)
SUB-TOTAL

$ (16,849) 0.7254% s (122)

17 DIFFERENCE (Column D, Line 16 - Line 13)

$

$

(222)

(244)

18 TOTAL (Column D, Sum Of Line 3 + Line 17) $ (244)

19 RUCO ADJUSTMENT TO MISCELLANEOUS ADJUSTMENTS (Sum of Lines 3 & 18) (See RLM-7, Column (G)) $ (360)

References:
Column (A): RLM-12, Pages 2 Thru 5 Derived From Company's Line 21 Workpapers
Column (B): See NOTE
Column (C): Column (A) X Column (B)
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Test Year Ended December 31, 2007

Tubac Water District
Schedule SURR RLM-13

Page 1 of 1

EXPLANATION OF OPERATING INCOME ADJUSTMENT no. 7

INCOME TAX EXPENSE

(A) (B)
LINE
no. DESCRIPTION REFERENCE AMOUNT

FEDERAL INCOME TAXES:

1 Operating Income Before Taxes
LESS:

Arizona State Tax
Interest Expense

Federal Taxable Income

Sch. RLM-6, Column (C), L26 + L23 $ (95,251)

2
3
4

Line 11
Note (A) Line 20

Line 1 - Line 2 - Line 3 $

(9,633)
42,996

(128,614)

5
6

Federal Tax Rate
Federal Income Tax Expense

Sch. RLM-1, Pg 2, Col. (D), L34
Line 4 X line 5 $

17.74%
(22,818)

STATE INCOME TAXES:

7 Operating Income Before Taxes
LESS:

Interest Expense
State Taxable Income

Line 1 $ (95,251)

8
g

Note (A) Line 20
Line 7 - Line 8 $

42,996
(138,247)

10 State Tax Rate Tax Rate 6.97%

11 State Income Tax Expense Line 9 X Line 10 $ (9,633)

TOTAL INCOME TAX EXPENSE:
12
13
14

Federal Income Tax Expense
State Income Tax Expense

Total Income Tax Expense Per RUCO

Line 6
Line 11

Line12 + Line 13

$

$

(22,818)
(9,633)

(32,451 )

15 Total Income Tax Expense Per Company (Per Company Sch. C-1 ) (52,178)

16 Total Income Tax Adjustment Line 14 - Line 15 $ 19,727

17 RUCO Adjustment (See Sch. RLM-7, Column (J)) Line 16 $ 19,727

18
19
20

$

NOTE (A):
Interest Synchronization:
Adjusted Rate Base (Sch. RLM-2, Col, (H), L17)
Weighted Cost Of Debt (Sch. RLM-16 Col. (F), LI )
Interest Expense (L18 X L19) $

1 ,423,707
3.02%

42,996
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Arizona-Amercian Water Company
Docket Nos, SW & W-01303A-08-0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule SURR RLM-RD1

Page 1 of 1

RATE DESIGN AND PROOF OF RECOMMENDED REVENUE
PROPOSED REVENUE

(A) (B) (C)
TEST YEAR
ADJUSTED

DETERMIN'TS

( 3
RUCO

PROPOSED
REVENUES

(F)

LINE
no.

TEST YEAR

DETERMIN'TS

ANN'ZED

ADJUSTM'TS

(0)
PROPOSED
CHARGES &
USAGE FEES

TOTAL

REVENUES

1 461 1 462 $ 29.45 $ 163,274 $ 163,274

2
3
4

DESCRIPTION
RESIDENTIAL CUSTOMERS

F1 M1A - 5/8" & 3/4"
Commodity Usage

First Tier - First 4,000 Gals,
Second Tier - Next 16,000 Gals.
Third Tier . Over 20,000 Gals

17,836
32,438
14_B57

118 17,954
32,438
14,857

$
$
$

3.4248
4.3943
4.4849

$
$
$

61 ,086
142,542
66,632

5 23 0.2 23 s 44.33 $ 12,462
$
$

270,260
12,462

6
7

F1 M1 B . 1"
Commodity Usage

First Tier - Firs! 35,000 Gals.
Second Tier - Over 35,000 Gals.

3,655
2,032

41 3.696
2,032

$
$

4.3943
4.4849

$
$

16,062
9,113

11 3 3 $ 145.87 $ 5,285
$
$

25,176
5,285

12
13

FL M1 D - 2"
Commodity Usage

First Tier - First 150,000 Gals
Second Tier - Over 150,000 Gals.

1,628
17

1.628
17

$
$

43943
4.4849

$
$

7,154
76

14 1 1 $ 173.04 $ 2,071
$
$

7,230
2,071

15
16

F1 MI E - 3"
Commodity Usage

First Tier - First 175,000 Gals.
Second Tier - Over 175,000 Gals.

10
0

10
0

$
$

4.3943
4.4849

$
$

44

$ 44
20 Total Residential Customers 489 1 490

21
22

Total Residential Usage 72,474
TOTAL RESIDENTIAL CUSTOMERS REVENUE

158 72,632
$ 485,802

COMMERCIAL CUSTOMERS
23 47 0 $ 29.45 $ 16,472 $ 16,472

24
25

F2M1A . 5/8" & 3/4"
Commodity Usage

First Tier - First 20,000 Gals.
Second Tier - Over 20,000 Gals

3,406
1 ,688

0
0

$
$

4.3943
4.4849

$
$

14,967
7,570

26 16 0 $ 44.33 $ 8,512
$
$

22,537
8,512

27
28

F2M1B - 1"
Commodity Usage

First Tier - First 35,000 Gals.
Second Tier - Over 35,000 Gals.

2,641
3,472

S4
0

$
$

4.3943
4.4849

$
$

11 ,604
15,572

29 2 0 s 88.66 $ 2,128
$
$

27,175
2,128

30
31

F2M1C . 1-1/2"
Commodity Usage

First Tier - First 85,000 Gals.
Second Tier - Over 85,000 Gals.

491 0
0

$
$

4.3943
4.4849

$
$

2,158

32 10 0 $ 145.87 $ 16,853
$
$

2,158
16,853

33
34

F2M1D . 2"
Commodity Usage

First Tier - First 150,000 Gals.
Second Tier - Over 150,000 Gals.

6,618
2,950

0
0

$
s

4.3943
44849

$
$

29,081
13,230

35 4 0

47
0

3,406
1 ,688

0
16
0

2,705
3,472

0
2
0

491
0
0
10
0

6,618
2,950

0
4
0

864
45

$ 173.04 $ 7,706
$
$

42,312
7.706

36
37

F2M1 E - 3"
Commodity Usage

First Tier - First 175,000 Gals.
Second Tier - Over 175,000 Gals.

B64
45

0
0

$
$

4.3943
4.4849

$
$

3.797
202

$ 3,998
38
39
40

Total Commercial Customers 78
Total Commercial Usage 22,175
TOTAL COMMERCIAL CUSTOMERS REVENUE

0
64

78
22,239

$

$

149,851

41

42
43
44
45
46

TOTAL RUCO PROPOSED REVENUE PER BILL COUNT
Unreconciled Difference vs. Billed Revenues

REVENUE PER BILL COUNT
Other Revenue

TOTAL REVENUE
PROPOSED REVENUE PER BOOK
Difference

$
$
$

635,653

(301)
635,352

3,839
ass, 191

639, 191
0
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Arizona-Amercian Water Company
Docket Nos SW & W-01303A-0B»0227
Test Year Ended December 31, 2007

Tubae Water District
Schedule SURR RLM-RD2

Page 1 of 1

TYPICAL RESIDENTIAL BILL ANALYSIS

(A) (B) (C) (D) (E) (F)
LINE
no. DESCRIPTION PRESENT COMPANY PROPOSED RUCO PROPOSED

1
2
3

REVENUE ALLOCATION
RESIDENTIAL
OTHER

TOTAL

s

s

321,005
102,238
423,244

75.84%
24.18%
100.00%

s

s

536,183
165,391
701 »574

76.43%
23. 57%
100. 00°/o

s

s

485,802
149,551
835,553

76.43%
23.57%

100.00%

4
5
6

ALLDCATIDN RATIOS
FIX REVENUE
VARIABLE REVENUE

TOTAL

s 156,585
266659
423.244

37.00%
83.00%
100.00%

259109
442.465

'S 701 574

s 36.93%
5307%
10000%

$
$
s

234,763
400,890
635,653

36.93%
63.07%

100.00%

RESIDENTIAL (5l8" x 3l4") RATE DESIGN PRESENT COMPANY PROPOSED RUCO PROPOSED

7 s 19.58 $ 32.50 $ 29.45

a
9

10

BASIC MONTHLY CHARGE
COMMODITY CHARGE

PRESENT PROPOSED
First Tier - Firsl 4,000 Gals Firs\ Tia - First 4,000 Gals.
Second Tier- Next 15.000 Gals. Second Tier - Next 16,000 Gals.
Third Tier . Over 20,000 Gals. Third Tier - Over 20.000 Gals.

s
s
s

1.89
2.85
3.41

s
$
$

3.78
4.85
4.95

s
s
s

342
439
448

RESIDENTIAL BILL CDMPARISONS
COST OF WATER SERVICE
ATDIFFERENT LEVELS OF USAGE
WITHPERCENTAGE INCREASE IN BILL

MONTHLY
CONSUMPTION

% OF AVERAGE
MONTH USAGE
OF 11,767 Gal.

PRESENT
MONTHLY

WATER COST

RUCO PROP'D
MONTHLY

WATER COST

RUCO PROP'D
MONTHLY
INCREASE

Ruco PROP'D
MONTHLY

"/v INCREASE

11
12
13
14
15

z,942
5,ae4

11,767
17,651
23,534

25.00%
50.00%
100.00%
150.00%
200.00%

$
s
s
s
s

25.24
3261
49.38
66.15
8489

s
$
s
$
s

39.52
51.42
77.25

103.13
129.30

$
$
$
s
s

1428
1581
27.90
3599
4441

56.58%
57.70%
56.51%
55.92%
52.32%



OPENING STATEMENT

My participation in this rate case was limited to specific adjustments to the net

operating income in the determination of the revenue requirements. I analyzed

Arizona-American's proposed adjustments and through the discovery process

and the filed direct, rebuttal, surrebuttal and rejoinder testimonies RUCO and the

Company are in substantial agreement on most issues. I also sponsor RUCO's

proposed rate design for each system.

For informational purposes and to try and avoid confusion over which RUCO

witness is supporting what issues, I'II explain how RUCO divided up the

responsibilities in this case. Generally, I sponsored all the Operating Revenue

and Expense Adjustments plus the Rate Design for all Districts, Tim Coley

sponsored all the Rate Base Adjustments and Bill Rigsby handle Cost of Capital

and all the major policy issues such as the White Tanks project, Tubac ACRM,

Paradise Valley Public Safety and System-Benefit Surcharges, Company-Wide

Fuel and Power Supply Adjustor, and Tank Maintenance Expenses.

However, if there is a specific computation that requires clarification as to the

accuracy of the inputted data..... (ac compared to the gonorol overall philosophy

that initiotod RUCO's adjuotmont), then the RUCO witness that actually analyzed

that District's application would have to be questioned. For those types of

questions, I did the analysis of the following Water Districts: Agua Fria, Paradise

Valley, Sun City West and Tubac. While Tim Coley analyzed Havasu and

Mohave Water & Wastewater Districts.

As for my analysis, there is one issue I reviewed, which still remains in dispute.

That difference is:



Rate Case Expense - RUCO recommends a level of rate case expense that

9 reflects a reasonable financial burden for the ratepayers in this rate application

process.

First, RUCO and the Company recommend levels of rate case expense that

reflects a different reasonable financial burden for the ratepayers in this rate

application process.

Second, RUCO disagrees with the Company's proposal to include the

unamortized portion of the prior rate case expenses for Mohave Water and

Mohave Wastewater districts for recovery in the instant case.
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1 INTRODUCTION

2

3

4

5

6

Please state your name, position, employer and address.

Timothy J. Coley, Public Utilities Analyst V

Residential Utility Consumer Office

1110 West Washington Street, Suite 220

Phoenix, Arizona 85007.

7

8

9

10

11

12

Please state your educational background and qualifications in the utility

regulation field. .

Appendix 1, which is attached to this testimony, describes my educational

background and includes a list of the rate case and regulatory matters in

which I have participated.

13

14

15

16

17

18

19

20

21

Please state the purpose of your testimony.

The purpose of my testimony is to present RUCO's recommendations

regarding Arizona-American Water Company's ("Company" or "Arizona-

American") application for a determination of the current fair value of its

utility plant and property and for increases in its rates and charges based

thereon for utility service. The test year utilized by the Company in

connection with the preparation of this application is the 12-month period

that ended December 31, 2007.

22

23

Q.

A.

Q.

A.

Q.

A.

2
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I

1 BACKGROUND

2

3

4

5

6

7

8

9

Please describe your work effort on this project.

I obtained and reviewed data and performed analytical procedures

necessary to understand the Company's filing as it relates to operating

income, rate base, the Company's overall revenue requirement. My

recommendations are based on these analyses. Procedures performed

include the in-house formulation and analysis of several sets of data

requests, the review and analysis of the Company's responses to

Commission Staff data requests, and review of prior ACC dockets related

10 to Arizona-American.

11

12 The Company's filing consists of an application for increases in rates and

to charges for the following seven Districts: Agua Fria Water District,

14 Havasu Water District, Mohave Water, Mohave Wastewater District,

15 Paradise Valley Water District, Sun City West District, and Tubae Water

16 District.

17

18

19

RUCO's participation in this proceeding is the cumulative effort of three

RUCO witnesses, myself (Timothy J. Coley), Rodney L. Moore, and

20 William A. Rigsby. For the review and analysis procedures, specific

21 Districts were assigned to Mr. Moore and myself. I was assigned Havasu

Mohave Water District and Mohave Wastewater District.22 Water District,

23 Mr. Moore was assigned Paradise Valley Water District ("PV"), Sun City

A.

Q.

3
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Docket No. SW-01303A-08-0227

1 West Water District ("SCWW"), Tubae Water District ("Tubae"), and Agua

2 Fria Water District ("Agua Fria"). However, to avoid confusion and

3 duplication, the testimony filed by RUC() in support of its analysis was

4 allocated among the analysts by ratemaking elements.

5

6 Please explain how these rate raking elements were allocated?

I will address issues related to the rate base. Mr. Moore will address7

8

9

10

11

12

13

issues related to operating income. Mr. Rigsby will provide an analysis of

the cost of capital, Paradise Valley Water District's public safety and

system-benefit surcharges, Tubae Water District's arsenic cost recovery

mechanism ("ACRM"), and the Company wide fuel and power supply

adjustor, and the pro forma tank maintenance expense. Moreover, each

witness will address the appropriate revenue requirement for the Districts

14 analyzed .

15

16 Also, Mr. Moore will address rate design in his testimony to be filed

17 January 18, 2009.

18

19

20

Please identify the exhibits you are sponsoring.

I am sponsoring schedules for Havasu, Mohave Water and Wastewater

21 Districts numbered RLM-1 through RLM-14.

22

23

A.

Q.

Q.

A.

4
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1 SUMMARY OF ADJUSTMENTS

2 Please summarize the adjustments to the rate base in your testimony.

3 My testimony addresses the following issues:

4

5 Rate Base

6 RUCO is in substantial agreement with several of the Company's pro-

7 forma adjustments. Nevertheless, RUCO reserves the right to alter its

8 position if additional evidence is produced in this case, which warrants

9 RUCO to reconsider its position. RUCO did not make any direct

10 adjustments to the Company's pro-forma rate base adjustments identified

11 as:

12 LJG-1 - Adjust for Errors in Accumulated Depreciation

13 LJG-2 - Adjust fro Staff Removals in Decision No. 69440

14 LJG-3 - Spread Dec. '07 Corporate JE to Districts

15 LJG-4 .- Allocate Corporate to Districts

16 LJG-5 - Spread Dec. '07 Corporate JE to Districts

17 TMB-7 - Imputed Advances in Aid of Construction ("AIAC")

18 TMB-8 - imputed Contributions in Aid of Construction ("ClAC")

19 TMB-9 - Remove Acquisition Adjustment

20 LJG-10 Post Test-Year Plant Additions (Except Mohave

21 Wastewater)

22

23

5

A.

Q.
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1

2

However, through the analytic process, RUCO did make prudent revisions

to the Company's filing. The RUCO rate base adjustments are identified

3 as:

4 Accumulated Depreciation This adjustment is primarily based on

5

6

7 retirements .

8

RUCO's mid-month depreciation convention rather than the Company's

full-month depreciation convention for plant additions, adjustments, and

RUCO also determined the Company did not use the

authorized depreciation rates in a few plant accounts primarily in Accounts

9 340100 through 346300. In some instances, the Company had new

10 accounts for which no depreciation rate had been authorized in previous

11 Commission decisions.

12 Restore the AIAC and CIAC Balances Associated with Construction Work

13 in Process ("CWIP") - This adjustment reverses and restates the

14 Company's adjustment that decreases the AIAC and CIAC balances

associated with CWIP.15

16 Remove 50 percent of the Post Test-vear Wishing Well Treatment Plant -

17 This adjustment is unique to only Mohave Wastewater. It removes 50

18

19

percent of the Company's post test-year Wishing Well Treatment Plant

adjustment from plant in service as not used and useful for the current

level of customers for which it was designed .20

21 Deferred Debits This is a conforming adjustment to reflect the

22

23

Company's updated calculation correction identified in its response to

Staff data request GWB 17.1 .

6
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Working Capital This adjustment reduces the cash working capital

element of the working capital allowance requested by the Company

4 REVENUE REQUIREMENTS

Please summarize the results of RUCO's analysis of the Company's filing

and state RUCO's recommended revenue requirement

As outl ined in Schedules RLM-1, RUCO is recommending that the

increase in the Company's revenue requirement not exceed

Havasu Water DIFFERENCE

33 815,803 $ 660,219 ($ 155,584)

DIFFERENCEMohave Water

$ 1,655,410 $ 706,615 ($ 945,601)

DIFFERENCEMohave Wastewater AZ-AM

$ 642,148 $ 165,546 (s 476,602)

My recommended revenue requirement percentage increase versus the

Company's proposal is as follows

Havasu Water DIFFERENCE

79.47% 64.31% (15.16%)

DIFFERENCEMohave Water

32.37% 13.82% (18499
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1 MohaveWastewater AZ-AM RUCO DIFFERENCE

2 80.66% 20.79% (59.87%)

3

4 RUCO's recommended Fair Value Rate Base ("FVRB") based on the

5 Original Cost Rate Base ("OCRB") is summarized on Schedules RLM-1 as

6 follows:

7 Havasu Water AZ-AM RUCO DIFFERENCE

8 $ 4,221 ,474

AZ-AM

$ 4,012,421

RUCO

($ 209,053)

DIFFERENCE9 Mohave Water

10 $ 12,041 ,310

Mohave Wastewater AZ-AM

$ 9,841 ,553

RUCO

($ 2,172,389)

DIFFERENCE11

12 $ 4,740,149 as 2,713,527 (8 2,026,622)

13

14 RUCO's recommended required operating income is shown on Schedules

'IN RLM-1 as follows:

16 Havasu Water AZ-AM RUCO DIFFERENCE

17 $ 354,604

AZ-AM

$ 280,715

RUCO

($ 73,889)

DIFFERENCE18 Mohave Water

19 $ 1,011,470 $ 688,531 (s 321,024)

DIFFERENCE20 Mohave Wastewater AZ-AM R i c o

21 $ 398,173 $ 189,843 (8 208,330)

22

23

8
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1 RATE BASE

2 Rate Base Summary

3 Is RUCO recommending any changes to the Company's proposed rate

4 base?

5 Yes. RUCO witnesses analyzed the Company's rate base adjustments to

6

7

8

its historical test-year elements of rate base and made adjustments to the

rate base as filed by the Company. The cumulative review, analysis and

adjustments completed by each RUCO witness are explained below.

9

10 RUCO Rate Base Adiustment #1 - Accumulated Depreciation

11 Please explain RUCO's adjustment to the Company's accumulated

12

13

depreciation balances.

This adjustment is common for all districts, excluding PV, filed in this case.

14 I will address the uniqueness of the PV adjustment at the end of this

15 particular discussion.

16

17

18

19

RUCO employs a mid-month depreciation convention and applies the last

authorized depreciation rate to the appropriate accounts in calculating the

levels of accumulated depreciation for each district.

20

21

22

23

Q.

A.

Q.

A.

9
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1 How is RUCO's methodology for determining the accumulated

2 depreciation for each district different than the Company's methodology

3 employed in calculating the test year end accumulated depreciation

4 balances?

5

6

7

The Company utilizes a full-month depreciation method for all plant

additions, adjustments, and retirements. it also uses depreciation rates, in

some instances, which are not the same as authorized in the prior cases.

8

9

In a few instances, the Company has a completely new account for which

no depreciation rate has been authorized in a prior case.

10

11

12

13

Why does RUCO believe that a mid-month depreciation convention is

superior to a full-month depreciation convention?

RUCO's opinion regarding Generally Accepted Accounting Principles

14

15

("GAAP") does not recognize a full-month depreciation methodology as

being an accepted depreciation convention method. The typical

16

17

convention methods recognized by GAAP are half-year and mid-month.

The mid-month convention assumes all additions, adjustments, and

18 retirements are made on the 15"' day of the month. This mid-month

19

20

assumption eliminates excessive tracking and depreciating an asset from

the day it was actually booked .

21

22

23

Q.

A.

Q.

A.

10
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1

2

What adjustment is necessary to employ the mid-month depreciation

convention and correct certain depreciation rates used by the Company

3 for each district?

4

5

6 Havasu

7

It is necessary to increase (decrease) accumulated depreciation by the

following amounts for each district:

Agua Fria

Mohave Water Mohave WW
4

8 Sun City West

($718,594)

($175,741 )

$11 ,065 Tubae

($4,659)

($62,7/7)

(81 ,550)

9

10 Please discuss RUCO rate base adjustment #1 pertaining to the PV

11 district.

12

13

14

15

This adjustment conforms with the Company's revised level of test-year

depreciation rates as explained in Arizona-American's response to RUCO

data request RLM 1.31 that increases accumulated depreciation by

$100,554.

16

17 RUCO Rate Base Adjustment #2 - AIAC 84 CIAC Associated with CWIP

18

19

20

Did the Company make an adjustment to remove AIAC and CIAC from

rate base that the Company claims is associated with CWIP?

Yes. This adjustment is common to all seven districts filed in this case.

21

22

23

Q.

A.

Q.

A.

Q.

A.

11



1
I

Direct Testimony of Timothy J. Coley
Arizona-American Water Company
Docket No. W-01303A-08-0227
Docket No. SW-01303A-08-0227

1 Does RUCO agree with the Company's adjustment to remove the AIAC

2 and CIAC that it claims is CWIP related?

3 No. Arizona has historically excluded CWIP in rate base and historically

4 included CIAC in rate base. Thus, under RUCO's recommendations,

5

6

Arizona-American is being afforded the same rate base treatment for

these two items that every other utility in Arizona is afforded.

7

8

Q

What adjustment is necessary to support RUCO's recommendation to

include test-year end AIAC and CIAC balances?

10

11

12

It is necessary to reverse the Company's requested adjustments to AIAC

and CIAC. The Company claims that AIAC and CIAC supports CWIP.

The adjustment will increase the AIAC and CIAC balances and thus,

13 reduce rate base as follows:

14

15 AIAC CIAC

16 Agua Fria

Havasu

$ 3,432,286

17 10,645

18 Mohave Water $ 291,910 94,453

19 Mohave WW 65,395

20 322,588

21

Paradise Valley

Sun City West 17,318

22 Tubae 20,266

23

Q.

A.

A.

Q.

12
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I

1 RUCO Rate Base Adiustment #3 .-. Various Adiustments Pertaining to Different

2 Districts

3 Please explain RUCO rate base adjustment #3 as it pertains to Agua Fria

4 and Mohave Water Districts.

5

6

7

8

9

10

11

12

This is a specific adjustment for Agua Fria and Mohave Water Districts to

conform with the Company's response to Staff data request GTM 18.7, 2"d

Supplement. The Company stated, "An error was made to Mohave Water

by reducing GIAC for a disbursement which belonged in the Agua Fria

Water district." The CIAC was correctly transferred but no corresponding

adjustment had been made to correct the accumulated amortization

balance for the two districts. This adjustment decreases Agua Fria's ClAC

balance by $28,016 and increases Mohave Water CIAC by $27,517.

13

14

15

16 It relates to the

17

18

Please discuss RUC() rate base adjustment #3 to Paradise Valley.

This is a specific adjustment for the PV Water District to conform with the

Company's response to RUCO data request 1.34.

removal of post-test-year plant adjustment, Well #12, which the Company

later removed from this rate case. The Company had never received the

19

20

proper permits to begin construction. It reduces post test-year plant by

$2,109,032

21

22

23

Q.

A.

A.

Q.

13
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1 Please discuss RUCO rate base adjustment #3 to Sun City West Water

2 District.

3 This is a specific adjustment for the Sun City West Water District to

4 conform with the Company's response to Staff data request DH 4.3. The

5 Company's response stated the following:

However, while investigating these retirements, we found that
$70,000 was for  an est imate of tanks in Paradise Val ley.
Therefore, the $70,000 retirement should be reversed in Sun City
West.

The actual amount of $68,702.47 should be retired from PV
tanks.

Also, 2 of the 6 retirement work orders totaling $6,672 are actually
Sun City electric pump retirements rather than Sun City West
electric pump retirements, and should be reversed in Sun CityWest
and corrected on the books of Sun City.

6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21

The Company recommends Staff makes [sic] these changes in its
direct case.

22 What adjustment did RUCO make to correct the erroneous booked plant

23 items?

24

25

RUCO witness, Mr. Moore, increased plant in service by the amount of

$76,672 and increased accumulated depreciation by $76,531 for a net

26 adjustment of $141 _

27

28

29

30

t

Q.

A.

Q.

A.

14
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1 RUCO Rate Base Adjustment #4 .- Various Adjustments Pertaining to Different

2 Districts

3

4

Please explain RUCO's rate base adjustment #4 for Agua Fria and Sun

CityWest Water Districts.

5

6

7

8

This particular adjustment for the two districts is a derivative from Staff

data request GB 9.4. The data request asked the Company to provide

support for certain plant additions for years 2003 through 2007 for several

accounts. The Company's response identified two plant items in Account

9 311200 Electric Pumping Equipment - that were booked to the wrong

10 water district in 2005.

11

12

13

14

Arizona-American had originally booked the two plant items to Sun City

West rather than the proper district of Agua Fria. This adjustment properly

transfers the plant items to the Agua Fria District from the Sun City West

15 District.

16

17 What adjustment was necessary to properly transfer the two plant items to

18

19

20

the appropriate district?

RUCO witness, Mr. Moore, removed $18,581 for the two plant items from

Sun CityWest and transferred the same amount to the Agua Fria District.

21

22

23

An accommodating adjustment was also necessary to remove the

accumulated depreciation from the Sun City West District of $860 and add

$2,375 of accumulated depreciation to the Agua Fria District.

Q.

A.

Q.

A.

15
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1 Please explain RUCO's rate base adjustment #4 to the Mohave

Wastewater District.2

3 RUCO's rate base adjustment #4 to Mohave Wastewater removes 50

4

5

6

7

percent of the Company's post test-year Wishing Well Treatment Plant

expansion adjustment from plant in service. Additional discussion on the

facility is being presented in the direct testimony of RUCO witness William

A. Rigs by.

8

9

10

11

12

13

What rationale did RUCO use in making the adjustment to remove 50

percent of the Company's post test-year adjustment for the Wishing Well

Treatment Plant expansion?

RUCO used the rationale to remove 50 percent of the plant that is based

on the accepted rate raking concept of "not currently used and useful."

14

15 What evidence did RUCO collect in its analysis that led it to conclude the

16 plant is not currently used and useful in providing service to the existing

17 customers?

18

19

20

21

Test-year end level of customers was approximately 1,235. The original

plant, excluding the expansion, served that level of customers adequately.

In Staff data request DH 16.2, Staff Engineer, Ms. Dorothy Hains, stated

"based on the projected next five year growth rate and 2007 wastewater

22

23

flow data, this project is more than 50% overbuilt." The Company

responded to the same data request saying that the economy slowed

Q.

A.

Q.

A.

Q.

A.

16
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1 during construction of the plant but still has the signed commitments from

2 the developers.

3

4 What is RUCO's position regarding Staff's proposed five year study that

5

6

the plant is overbuilt by 50 percent?

RUCO position is that 50 percent of the plant expansion be currently

excluded from rate base until it is deemed used and useful. We also7

8 understand that development has slowed tremendously as the economy is

in a downturn. There is no indication that the economy has begun to level9

10 off. Most economists predict that it has not bottomed out yet. There is no

11

12

clear sign when the economy will fully recover. RUCO does not believe

the current ratepayers should be strapped with the excess capacity until

13 the developments are built out.

14

15

16

Please explain the RUCO's Paradise Valley rate base adjustment #4.

This is the same adjustment as explained in RUCO rate base adjustment

17 # 1 | The primary reasons leading to the adjustment is the mid-month

18 depreciation convention utilized by RUCO and different depreciation rates

in a few instances.19

20

21

22

23

A.

Q.

A.

Q.

17



Direct Testimony of Timothy J. Coley
Arizona-American Water Company
Docket No. W-01303A-08-0227
Docket No. SW-01303A-08-0227

1 What adjustment did RUCO make to account for the differences

mentioned above?2

3 Mr. Moore made an adjustment to decrease accumulated depreciation by

4 $456,414.

5

6 RUCO Rate Base Adjustment #5 - Deferred Debits with the Exception of

7 Paradise Valley

8

9

Please discuss RUCO's rate base adjustment #5 to deferred debits.

This adjustment is common to six of the seven districts excluding PV. I

10 will discuss the PV adjustment later in this section.

11

12

13

14

RUCO's rate base adjustment #5 conforms with the Company's response

to Staff's data request GWB 17.1. The Company concluded upon further

investigation of the details that the amount for deferred debits as filed in its

15

16

rate application was incorrect. The Company provided a spreadsheet

updating the new calculations for deferred debits in each district.

17

18 What adjustments were necessary to properly reflect the new amounts for

19 the deferred debits?

20 The following adjustments were necessary to increase (decrease) rate

21 base in the amounts below:

22 Havasu

23

Agua Fria (8 3,321 ,116)

Mohave Water ($ 1,649,972) Mohave WW

(33 145,701)

$ 7,701

Q.

A.

A.

Q.

Q.

A.

18
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1 Sun City West $ 892,284 Tubae <$51,t22>

2

3

4

5

Please discuss RUCO's PV rate base adjustment #5.

This is the corresponding adjustment that Mr. Moore made and was

discussed in the Sun City West rate base adjustment #3. I will reiterate

6 what I provided in that response here.

7

8 This specific adjustment for the PV Water District conforms to the

9 Company's response to Staff data request DH 4.3. The Company's

10 response stated the following:

However, while investigating these retirements, we found that
$70,000 was for an est imate of tanks in Paradise Val ley.
Therefore, the $70,000 retirement should be reversed in Sun City
West.

The actual amount of $68,702.47 should be retired from PV
tanks.

Also, 2 of the 6 retirement work orders totaling $6,672 are actually
Sun City electric pump retirements rather than Sun City West
electric pump retirements, and should be reversed in Sun City West
and corrected on the books of Sun City.

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

The Company recommends Staff makes [sic] these changes in its
direct case.

27

28

29

30

A.

Q.

19
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1 What adjustment did RUCO make to correct the erroneous booked plant

2 items?

3

4

RUCO witness, Mr. Moore, decreased plant in service by the amount of

$68,702 and decreased accumulated depreciation by $90 for a net

5 adjustment of $68,612.

6

7 RUCO Rate Base Adjustment #6 - Working Capital with the Exception of

8 Paradise Vallev

9

10

What amount of working capital is the Company requesting?

The Company is requesting a total of $3,736,152 for working capital,

inclusive of all seven districts. The amount for each individual district is11

12 shown below, excluding PV:

13

14 $ 1,816,928 Havasu $111,462

15

Agua Fria

MohaveWater $ 434,422 Mohave WW $ 62,360

16 Sun City West $ 561,556 Tubae $ 43,709

17

18 PV was excluded from the list above because it will be included in RUCO

19 rate base adjustment #7.

20

21

22

23

Q.

A.

Q.

A.

20
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1 How did the Company determine the requested amount of working

2

3

capital?

The Company determined its working capital request utilizing a lead/lag

4 study.

5

6

7

8

g

10

11

12

Please explain the concept of working capital?

A company's working capital requirement represents the amount of cash

the company must have on hand to cover any differences in the time

period between when revenues are received and expenses must be paid.

The most accurate way to measure the working capital requirement is via

a lead/lag st.udy. The lead/lag study measures the actual lead and lag

days attributable to the individual revenues and expenses.

13

14

15

Are you proposing any adjustment to the Company-proposed working

capital?

16 Yes . An adjustment is necessary to restate the working capital

17

18

19

20

requirement based on 1) my recommended level of operating expenses,

2) corrections to certain leadllag days, 3) inclusion of interest expense,

and 4) exclusion of non-cash expenditures. These adjustments are shown

on the Schedules RLM-5, page 1 and 2 for each district and decrease the

21 amount of working capital accordingly.

22

23

Q.

A.

A.

Q.

Q.

A.

21
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1 Other Working Capital Adiustments

2

3

4

Please explain the purpose of the adjustments RUCO recommends to

working capital proposed by the Company.

The f i rst  part  of the adjustment is related to correct ions RUCO

5 recommends to various revenue and expense lead/lag days as proposed

6

7

8

9

10

by the Company's lead/Iag study. The second element to the working

capital adjustment is the inclusion of interest expense in determining cash

working capital. The final component eliminates all non-cash operating

expenses that the Company included in its cash working capital lead/lag

study calculations.

11

12 RUCO Adjustments to Lag Davs

13

14

15

16

t7

18

19

Please explain RUCO's adjustments to the Company's lead/lag days in its

Lead/Lag Day study for all Arizona-American Districts in this case.

After analyzing the Company's lead/lag study, RUCO made necessary

adjustments to three areas of the Company's study shown in the

Company's work papers titled "Lead-Lag". Specifically, RUCO adjusted

the Company's lead/lag days, 1) to recalculate the revenue lead/lag days

using individual bills from each district and to compare then with the

20 Company's previous lead/leg studies from prior rate cases, 2) to include

21

22

23

an expense lag for interest expense, 3) to correct property tax expense lag

days, 4) to adjust for fuel/power expense leg days in some districts, and 5)

to adjust the income Tex leg days from 30.13 days to 28.75. These

Q.

A.

Q.

A.

22
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1

2

3

4

5

adjustments result in a change to the Company's proposed net lag days

as shown on the respective RUCO Schedules RLM-5, page 2. Finally, I

excluded the non-cash operating expense of depreciation/ amortization

and rate case expense as was approved by the Commission in the

Company's previous two Paradise Valley decisions and the last Mohave

Water and Wastewater decision.6

7

8

9

10

All revenue lead/lag studies are in RUCO's individual districts work papers

and all generic adjustments to any expense lag days can be found in the

Havasu District work papers.

11

12 Inclusion of Interest Expense to Lead/Laq Study

13 Discuss RUCO's first adjustment to interest expense lag that affects

14

15

16

17

working capital.

The Company simply did not include the interest expense in its calculation

for the lead/lag study. It is appropriate to include interest expense in the

lead/lag calculations since ratepayers compensate the Company for

18 interest expense via cost of capital. RUCO had obtained the terms,

19 payment dates, and payment amounts on the debt instruments in the most

20

21

22

recent Mohave Water and Wastewater rate case (Decision No. 69440,

dated May 1, 2007). That information provided RUCO with the elements

necessary to construct a lead/lag study for interest expense.

23

23

Q.

A.

l l
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1 As shown on Schedule RLM-5, page 2 and RUCO Havasu work papers,

2 the interest expense lag days equated to 106.52 days.

3

4

5

6

7

8

9

10

11

12

13

Referring to Schedule RLM-5, page 2, line 17, titled "interest," please

explain the figures and calculations pertaining to line 17.

Referring to the above referenced schedule, the first number on line 18

Column (B) is.the synchronized interest amount found on the respective

Schedules RLM-1, page 2. The second figure is the same amount found

in the respective Column (C) Schedule, line 17 because the Company

failed to include any interest expense in its lead/lag calculation study.

Column (E), line 18, the "Dollar Days," is the respective amount of the

synchronized interest multiplied by 106.52 lag days calculated on RLM-5,

page 2 and in RUCO's Havasu work papers.

14

15 Revenue Lead/Laq Dave Correction

16

17

18

19

20

Please discuss RUCO's adjustment to the Company's revenue lag days.

The Company calculated a range of 46.25 to 50.13 lag days associated

with the amount of time between the mid-point of the service period and

when the Company receives payment for the water service. However,

RUCO performed a revenue lead/lag analysis for each district and

21

22

determined an adjustment was necessary to restate the Company's

revenue lag as shown in RUCO's respective districts work papers.

23

Q.

A.

A.

Q.

24
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1

2

3

What method and/or analysis did RUCO perform in determining its

recommended revenue lag days for each district?

In RUCO data request 8.01, RUCO requested fifteen copies of actual bills

4 in each district in this case for various customer classifications

5

6

7

8

9

(proportionately by classifications by number of customers served in that

class). By utilizing this sample of bills, RUCO was able to ascertain the

service period, therefore the mid-point service period was established, and

the bill date, which establishes the billing lag days. The pay lag is

determined by adding the number of days from the bill date to the due

10 date. , The total revenue lag days are the sum of the 1) mid-point service

11

12

period, 2) billing lag days, and 3) pay lag days. These calculations are

shown in RUCO's work papers. This accurately reflects the districts' cash

13 working capital needs.

14

15

16

17

Did RUCO compare its revenue lead/lag days with previous Arizona-

American lead/lag revenue days when the Company provided a lead/lag

study to determine the reasonableness of the Company's proposed total

18 revenue lag days as filed?

19 Yes. RUCO's analysis determined that the Company's pay lag days were

20

21

excessive by approximately eight to ten days for each district. Previous

Arizona-American lead/lag studies for the revenue lag days are nearly

22 identical! to RUCO's in this case (See RUCO Exhibit 1).

23

Q.

A.

Q.

A.

25
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1 to determine the

2

Did RUCO compare other Arizona utilities

reasonableness of the Company's proposed total revenue lag days as

3 filed?

4 Yes. I reviewed several other privately held and investor owned utility

5

6

7

8

g case.

10

11

12

13

14

companies in Arizona. The Arizona Water Company - Western Group

lead/lag study (Commission Decision No. 68302), a recent Southwest Gas

rate filing, and an Arizona Public Service Company ("APS") previous rate

application to make comparisons with what Arizona-American filed in this

Arizona Water Company's Western Group consisted of five

separate water systems. Each system was calculated independently with

revenue lags ranging from 27.56 to 29.24 for an overall average of 27.80

revenue lag days (Commission Decision No. 68302 approved these lag

days). Southwest Gas and APS's lead/lag studies resulted in revenue

lags of 40.62 and 41 .81 days respectively.

15

16 RUCO's comprehensive analysis determined that the revenue lead/lag

17 days as computed by the Company are excessive.

18

19 Property Tax LeadlLaq Dave Correction

20 Please explain the adjustment RUCO made to the Company's property tax

21 expense lead/lag days.

22

23

This adjustment was necessary to correct the lead/lag days the Company

calculated for property tax expense as authorized in Decision No. 69440

26

Q.

A.

A.

l l I lm llllulllllllll 11111111\11111111 HIIH l  l
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1 to 212.50 days. The Company used a payment date three-weeks earlier

2 than the taxes were due. That one correction results in approximately the

3 same lag days as RUCO calculates.

4

5

6

7

8

9

10

RUCO takes issue with one other aspect of the Company's method used

to calculate property taxes. AZ-AM is using the date it actually made

payment as opposed to the date before the taxes become delinquent.

The Company's use of calculating from the midpoint of the service period

to the payment date reduces the lag days and thereby artificially increases

the need for cash working capital. The Commission should reject this.

Allowance of such a method would discourage effective cash11

12

13

14

15

management because a regulated/monopoly utility would be assured that

ratepayers through cash working capital allowances would compensate

such inefficiencies in cash management. Every Arizona company, public

or private, and individual is required to pay Arizona property tax on the

same basis and dates. There are no deviations between any for-profit16

17 company andlor individual.

18

19

20

21

22

23

27
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1

2

3

4

What adjustment is necessary to correct the lag days associated with the

Company's property tax lag day calculation?

RUCO recommends the use of 212.50 lag daysl  rather than the

Company's 201 days. In Commission Decision No. 68302, Arizona Water

5

6

Company utilized 212 lag days for property tax expense. Southwest Gas

and APS used 211 lag days and 213 respectively in recent filed rate cases

7 with the Commission.

8

9

10

11

What was RUCO's total adjustment to working capital?

RUCO's total working capital adjustments reduce the seven rate bases by

a total of $2,881 ,577 as shown on the respective Schedule RLM-5, page 1

12

13

of 2. Excluding PV, the adjustment for each district is shown below:

$ 1,318,023 Havasu $ 57,366

14

Agua Fria

Mohave Water 33 311,647 Mohave WW $~ 65,685

15 Sun City West $ 486,364 Tubae $ 24,455

16

17

18

19

Please explain RUCO's PV rate base adjustment #6 for deferred assets.

RUCO's adjustment #6 for PV is the equivalent of all the other districts

rate base adjustment #5 as was discussed earlier. l will repeat the reason

20 for this adjustment for the sake of simplicity.

21

1 This number will vary insignificantly depending on the midpoint utilized (i.e., June 30"' or July lS') and
due dates employed (i.e., April 30'1' or May l 51). The range should be 21 l - 213.5.

Q.

A.

A.

Q.

A.

Q.

28
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1

2

3

RUCO's rate base adjustment #6 for PV conforms with the Company's

response to Staff's data request GWB 17.1. The Company concluded

upon further investigation of the details that the amount for deferred debits

4

5

as filed in its rate application was incorrect. The Company provided a

spreadsheet updating the new calculations for deferred debits in each

district.6

7

8 Q. What adjustment was necessary to properly reflect the new amount of the

deferred debits for PV'?9

10

11

The following adjustment was necessary to decrease Paradise Valley's

rate base by $1 ,083,637.

12

13 RUCO Rate Base Adjustment #7 .- Aqua Fria Water District .- White Tanks CWIP

14 and Paradise Vallev -- Working Capital

15

16

Please discuss the Agua Fria White Tanks CWIP rate base adjustment.

RUCO witness, William A. Rigs by, addresses this adjustment in his

17 testimony.

18

19

20

Since RUCO fully explained its working capital adjustment in rate base

adjustment #6, what adjustment was necessary for PV to reflect RUCO's

21

22

recommended level of working capital?

RUCO recommends reducing the working capital for PV by $618,037.

23

A.

A.

Q.

Q.

A.

29
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1 Does this conclude your direct testimony?

2 Yes, it does.

r

Q.

A.

30
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APPENDIX 1

Qualifications of Timothy J. Coley

WORK HISTORY

July 2000 .- Present: RESIDENTIAL UTILITY CONSUMER OFFICE, Phoenix, Arizona
Public Utilities Analyst V. The Residential Utility Consumer Office (RUCO) is a
consumer advocate group providing residential consumers a voice in utility regulation and
backed by a professional staff with legal and financial expertise. Responsibilities include:
audited, reviewed and analyzed public utility companies various filings, prepared written
testimony, schedules, financial statements, and spreadsheet models and analyses.
Testified and stand cross-examination before the Arizona Corporation Commission.

January 2000 - April 2000: JACKSON HEWITT TAX SERVICE, Phoenix, Arizona
Tax Preparer. Interviewed clients, determined tax situation, and explained how the tax
laws benefited them in their specific situation. Ensured that each customer received
every deduction that they were entitled. Prepared individual and business income tax
returns, which best utilized each specific situation that minimized their tax obligations.

May 1998 - November 1999: BENEFITS CONSULTING, Cypress, Texas
Consultant Assistant. The consulting firm specialized in alleged medical claim charges
brought against the government of Harris County in Houston, Texas. Assisted in the
review, examination, and analysis of the attested charges. Determined if the purported
medical claim charges were prudent, customary, and reasonable for the alleged
sustained injuries. The firm analyzed cases for both the County's Risk Department and
Attorneys Office.

January 1992 - April 1998: PHOENIX SERVICES, Villa Rica, Georgia
Owner. Provided landscaping services primarily in a high growth gated community where
the Property Owners' Association approved mandated ordinances to be strictly adhered
and abided by. Coordinated and supervised all aspects of projects from inception to
completion, from master planning to site design to installation .

May 1989 - October 1991; GEORGIA PUBLIC SERVICE COMMISSION, Atlanta, GA
Senior Auditor. The Public Service Commission (PSC) was responsible for regulating
many intrastate telecommunications, electric, and gas utility industries operating in
Georgia. it was the PSC's job to ensure that consumers received adequate and reliable
service at reasonable rates. It must also assure the utility companies and investors an
opportunity to earn a fair rate of return on prudent investments. The Commission
participated significantly in Georgia's economic health and growth. I was promoted to the
PSC's Electric/Gas Division where I examined, verified, and analyzed various financial
documents, accounting records, reports, ledgers, and statements. In addition, I was
assigned to automate the PSC's Electric Division where I utilized a computer application
process that l had developed earlier while with the (PSC) Telecommunication Division. l
was later ascribed to work in conjunction with the Engineering Department and
established a procedure to track and compare costs of operation and maintenance
(O8¢M) expenses of nuclear electric generating plants. This effort determined a
comparative price per kilowatt-hour produced that influenced the awareness for the
company to control the O&M costs, which benefited the consumer through lower prices.

Developed computer application system that streamlined audit procedures by 30
Various other schedules were implemented to track, maintain, and control costs.

-- 40%.
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TIMOTHY J. COLEY (Page 2)

GEORGIA PUBLIC SERVICE COMMISSION (continued)

November 1986 - April 1989: Georgia Public Service Commission, Atlanta, Georgia
Auditor. Regulated telecommunications and also oversaw the deregulation process that
was currently under way in that industry. Examined and analyzed accounting records to
determine financial status of companies and prepared financial reports concerning audit
findings. Reviewed data including payroll, time sheets, purchase vouchers, cash receipt
ledgers, financial reports, and disbursements. Verified statewide telephone company
transaction classifications and documentation.

Developed computer application uti l izing Lotus to completely automate and
streamline the entire telecommunication audit process. The results saved 25% in field
audit time and produced a product of professional appearance.
Created, coordinated, and implemented "Operational Project Training" automated
procedure-training program. Trained and supervised staff of five auditors.
Computerized "Desk Audit Analysis" program that identif ied 11 independent
telephone companies in the state of over-earning and resulted in $4.1M annual
savings to the Georgia ratepayers affected.

October 1985 - October 1986: Georgia Public Service Commission, Atlanta, Georgia
Junior Auditor. Assisted in planning and performing telecommunication audit
engagements. Examined financial records, internal management control,
correspondence, bills, and records of services delivered in order to verify or recommend
compliance with company specifications contained in contracts, agreements, regulations,
andlor laws.

As a special project, I was assigned to analyze the results of a survey designed to
evaluate "Interest in Organizing a Multi-State Nuclear Management Review Group"
by the Director of Utilities. Wrote the draft and findings for the speech that was
presented to all participatory commissions.

•

PROFESSIONAL MEMBERSHIPS
•

•

Elected Member of the National Honor Society for Public Affairs and Administration.
Active Member of Delta Sigma Pi - Professional Business Fraternity.

SPECIAL TRAINING AND CERTIFICATES
• The Graduate School of Business Administration - Michigan State University,

completed the Annual Regulatory Studies Program of the National Association of
Regulatory Utility Commissioners.
Completed Graduate Exit Paper on "Deregulation of the Electric Industry".
Attended Eastern Utility Rate School in 2000 and 2005.

EDUCATION
Currently enrolled at Arizona State University - West in the Post Baccalaureate
Graduate Certificate Program in Accountancy with two courses remaining.
Master of Public Administration, State University of West Georgia, 1997, GPA 3.5.
BS Business Management 8< Administration, Minor in Economics, Sorrel School of
Business, Troy State University, 1985.
AA Business Administration, Miles Community College, 1981 .
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RESUME OF PUBLIC UTILITY RATE CASES & AUDITS PARTICIPATION

Residential Utility Consumer Office For Years 2000 To Present

Arizona-American Water Company - Docket No. WS-01303A-05-0405

Arizona Public Service Co. Docket No. E-01345A-03-0437

Tucson Electric Power Company - Docket No. E-01933A-04-0408

UniSource Merger - Docket No. E-04230A-03-0933

Arizona-American Water Company -.- Docket No. WS-01303A-02-0867

Arizona Water Company (Eastern Group) - Docket No. W01445A-02-0619

Litchfield Park Service Company - Docket Nos. W-01427A-01-0487 8¢
SW-01428A-01 -0487

Arizona Water Company (Northern Group) - Docket No. W-01445A-00-0962

Rio Verde Utilities, Inc. - Docket Nos. W-02156A-00-0321 8;
SW-02156A-00-0323

Arizona-American Water Company (Paradise Valley) -
Docket Nos. W-01303A-05-0405 8¢

W-01303A-05-0910

Arizona-American Water Company (Mohave District) -
Docket No. WS-01303A-06-0014

Arizona-American Water Company (Sun City & Sun Cit West Wastewater) -
Docket No. WS-01303A-06-0491

Arizona-American Water Company - Docket No. W-01303A-07-0209

Chaparral City Water Company - Docket No. W-02113A-07-0551
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Georgia Public Service Commission For Years 1985 - 1991

Atlanta Gas Light Company

Georgia Power Company

Atlanta Gas Light Company (Management Audit)

Georgia Power Company

Trenton Telephone Company

Fairmont Telephone Company

Elli jay Telephone Company

GTEJno

ALL-TEL Telephone Company

Citizens Utilities Co.

Ball Ground Telephone Company

Lanett Telephone Company

Brantley Telephone Company

Blue Ridge Telephone Company

Waverly Hall Telephone Company

St. Marys Telephone Company

Darien Telephone Company

Statesboro Telephone Company

Statesboro Telephone Co-op

Wilkes Telephone Company





no

*.

ARIZONA-AMERICAN WATER COMPANY
PARADISE VALLEY WATER DISTRICT
TEST YEAR ENDED DECEMBER 31, 2007
RATE BASE ADJ. #7 _ WORKING CAPITAL
REVENUE LAG ANALYSIS

DOCKET nos. SW & W-01303A-08-0227

(A) (B)
SERVICE PERIOD

(C) (D) (E) (F) (G) (H) (I)

LINE
no. BEGINNING ENDING

MID-POINT
SERVICE
PERIOD BILL DATE

BILLING
LAG DUE DATE PAY LAG

REVENUE
LAG DAYS

AMOUNT
OF BILL

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20

1/24/2007
6/12/2007
4/2/2007

2M 2/2007
4/20/2007
9/11/2007

11/19/2007
3/13/2007

10/11/2007
9/10/2007
4/16/2007
8/6/2007

12/20/2006
9/7/2007

11/12/2007

2/23/2007
7/12/2007
5/1/2007
3/8/2007

5/18/2007
10/9/2007

12/20/2007
4/12/2007

11/12/2007
10/8/2007
5/14/2007
9/4/2007

1/18/2007
10/5/2007

12/13/2007

15.00
15,00
14.50
12.00
14,00
14.00
15.50
15.00
16.00
14.00
14.00
14.50
14.50
14.00
15.50

2/28/2007
7/17/2007
5/4/2007

3/13/2007
5/23/2007

10/1212007
12/25/2007
4/18/2007

11/15/2007
10/11/2007
5/17/2007

9/7/2007
1/24/2007

10/10/2007
12/18/2007

5.00
5.00
3.00
5.00
5.00
3.00
6.00
6.00
3.00
3.00
3.00
3.00
6.00
5.00
5.00

3/20/2007
8/6/2007

5/24/2007
4/2/2007

6/12/2007
11/1/2007
1/15/2008
5/8/2007

12/5/2007
10/31/2007

6/6/2007
9/27/2007
2/13/2007

10/30/2007
1/7/2008

20.00
20.00
20.00
20.00
20.00
20.00
20.00
20.00
20.00
20.00
20.00
20.00
20.00
20.00
20.00

40.00
40.00
37.50
37,00
39.00
37.00
41 .50
41 .00
39.00
37.00
37.00
37.50
40.50
39.00
40.50

$1,891 .35
299.85
342.41
45.95

114.94
1,116.28

39.63
447.98
578.57
510.92
25.43

1,545.76
14.56
66.31
83.05

AVERAG ES 14.50 4.40 20.00 38.90

REFERENCES:

IIII
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EXHIBIT JMR-RB4

Corrected Lead/Lag Study
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Arizona American Waler Company
Tes\ Year Ended December 10, 2004
Lead/Lag Sludy - Working Cash Requirement

Exhibit JMR-RB4
Schedule
Page 1
Witness: Raker

PARADISE VALLEY

Line
No.

Test Year
Adjusted
Results

Revenue
Lag

Dave

Expense
Lag

Davs

Net
Lag

Dave

Lead
Lag

Factor

C ash
Working
Capita!

Required

s 12.0000 J
38.1148 J
30.0000 /
(3.8800) /`
(4.6445) /
45.0000 /
45.0000 /

(10.6a1a)

26.3000
0.1852
8.3000

42.1800
42.9445
(6.7000)
(G.7000)
48.9818
38.3000

8.3000

0.0721
0.0005
0,0227
0.1156
D.1177

(0.D1B4)
(0.01B4)
0.1342
0.1049
0.0227

s527,708
827,908

16,499
554,302
117,720

2S,S25
48,923
s4_a7a

799,234
655,797

38.3000
383000
3B3000
3B.3000
38,3000
3a.3000
383000
353000
38.3000
38.3000 30.0000 /

38,024
420
375

64.056
13,850

(489)
(898)

8.706
83,865
14,911

42,405
216,214
420,233

383000
353000
38.3000

26.3168
177.5000
37.0000

11.9812
(139.2000)

1.3000

0.0328
(0.3814)
0.0035

1.392
(52,458)

1 .497

OPERATING ExpensEs
/  L a b o r
/  F u e l & Power
/ Chemicals
/ Management Fees
I Gro u p Insurance
/ Pensions
/ Insurance Other TT1an Group
/ Rents
/ Depreciation 8. Amortization
/ Other Operating Exposes'

TAXES
/ Taxes Other than Income

Property Taxes
Income Taxi

RETURN
Interest on Debi'

/  Recur on Equity
520,071
555,485

3B.300D
38.3000

107.2300 (683300)
38.3000

(0.188B)
0.1049

(98,215)
70,145

WORKING CASH REQUIREMENT s 115,182

1
2
3
4
5
6
7
B

10
11
12
13
14
15
16
17
LB
19
20
21
22
23
24
25
26
27
CB
29
30

'Ali olhnl Dpuwing Ernlnsns an assulllidin blpii b[Bn ISIS d\h»mon1hlollowing&»»l»uip1dgnud: alsdsnrvicn.

'an pwapuad rains.

'Pu dine liiillaemr d RUCD 98n1u COW.

'Exponsa Hg days par dine! inlhnony d RUCO wnnnu Cnlq.

l
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Surrebuttal Testimony of Timothy J. Coley
Arizona-American Water Company
Docket No. W-01303A-08-0227
Docket No. SW-01303A-08-0227

1 INTRODUCTION

2

3

Please state your name for the record.

My name is Timothy J. Coley.

4

5

6

Have you previously filed testimony regarding this docket?

Yes, I have. I filed direct testimony in this docket on January 9, 2009.

7

8

9

10

What is the purpose of your surrebuttal testimony?

My surrebuttal testimony will address the Company's rebuttal comments

pertaining to adjustments I recommended in my direct testimony.

11

12 SUMMARY OF ADJUSTMENTS

13

14

15

What areas will you address in your surrebuttal testimony?

My surrebuttal testimony will address RUCO's recommended rate base

adjustments for the following Arizona-American ("Company") water and

16 wastewater districts :

17 AGUA FRIA WATER DISTRICT

18

19

Surrebuttal Adjustment No. 1 - Post Test Year Plant,

Revised Direct Adjustment No. 1 -Accumulated Depreciation,

20 Revised Direct Adjustment No. 2 Contributions In Aid of

21

22

Construction ("CIAC") Associated with Construction Work In

Progress ("CWIP"),

2

A.

Q.

A.

Q.

A.

Q.

A.

Q.

2.

3.

1.
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1 Revised Direct Adjustment No. 3 Accumulated Amortization of

2 CIAC,

3 Revised Direct Adjustment No. 4 .- Utility Plant In Service ("UPIS")

4 Revised Direct Adjustment No. 5 .... Deferred Debits

5

6

7

8 10.

Revised Direct Adjustment No. 6 .-. Working Capital

Revised Direct Adjustment No. 7 .-. White Tanks CWIP

Rate Design and Proof of Recommended Revenue, and

Typical Residential Bill Analysis.

9

10 HAVASU WATER DISTRICT

11

12

13

14

15

16

17

18

Surrebuttal Adjustment No. 1 -- Remove and Transfer Gateway Plant

Revised Direct Adjustment No. 1 .- Accumulated Depreciation

Revised Direct Adjustment No. 2 -- CIAC Associated with CWIP

Revised Direct Adjustment No. 3 - Not Used,

Revised Direct Adjustment No. 5 - Deferred Debits

Revised Direct Adjustment No. 6 - Working Capital

Rate Design and Proof of Recommended Revenue, and

Typical Residential Bill Analysis.

19

20 MOHAVE WASTEWATER DISTRICT

21

22

Surrebuttal Adjustment No. 1 - Transfer and Add Gateway Plant

Revised Direct Adjustment No. 1 .- Accumulated Depreciation

23 3. Revised Direct Adjustment No. 2 .... CIAC Associated with CWIP

4.

5.

6.

8.

7.

9.

2.

4.

3.

1.

5.

6.

7.

8.

2.

3
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1 4. Revised Direct Adjustment No. 3 - Not Used,

2 5. Revised Direct Adjustment No. 4 Remove 50%

3 Treatment Plant,

4 6. Revised Direct Adjustment No. 5 -.. Deferred Debits,

5

6

7

Revised Direct Adjustment No. 6 - Working Capital;

Rate Design and Proof of Recommended Revenue, and

Typical Residential Bill Analysis.

8

9 MOHAVE WATER DISTRICT

10

11

12

Surrebuttal Adjustment No. 1 .-. Transfer and Add Gateway Plant

Surrebuttal Adjustment No. 2 - Big Bend Reservoir Actual Cost

Revised Direct Adjustment No. 1 .-. Accumulated Depreciation

13 Revised Direct Adjustment No. 2 CIAC and Advances In Aid of

14

15

16

17

18

19

Construction ("AIAC") Associated with CWIP,

Revised Direct Adjustment No. 3 - Accumulated Amortization of CIAC

Revised Direct Adjustment No. 4 -Not Used,

Revised Direct Adjustment No. 5 - Deferred Debits,

Revised Direct Adjustment No. 6 - Working Capital,

Rate Design and Proof of Recommended Revenue, and

20 10.Typical Residential Bill Analysis.

21

22

23

4

I

7.

8.

9.

2.

4.

3.

1.

5.

6.

7.

8.

9.
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1 PARADISE VALLEY WATER DISTRICT

2 1. Surrebuttal Adjustment No. 1 .- Pump Retirement,

3 2. Revised Direct Adjustment No. 1 -Accumulated Depreciation,

4 3. Revised Direct Adjustment No. 2 .- CIAC Associated with CWIP,

5 4. Revised Direct Adjustment No. 3 Post Test Year Plant,

6 5. Revised Direct Adjustment No. 4 - Accumulated Depreciation;

7 6. Revised Direct Adjustment No. 5 .- Post Test Year Plant,

8 7. Revised Direct Adjustment No. 6 - Deferred Debits,

9 8. Revised Direct Adjustment No. 7 ..... Working Capital,

10 9. Rate Design and Proof of Recommended Revenue, and

11 10.Typical Residential Bill Analysis.

12

13 SUN CITY WEST WATER DISTRICT

14 1. Revised Direct Adjustment No. 1 -Accumulated Depreciation,

15 2. Revised Direct Adjustment No. 2 .- CIAC Associated with CWIP,

16 3. Revised Direct Adjustment No. 3 - Post Test Year Plant,

17 4. Revised Direct Adjustment No. 4 -Utility Plant In Service ("UPlS"),

18 5. Revised Direct Adjustment No. 5 - Deferred Debits,

19 6. Revised Direct Adjustment No. 6 Working Capital,

20 7. Rate Design and Proof of Recommended Revenue, and

21 8. Typical Residential Bill Analysis.

22

23

5
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1 TUBAC WATER DISTRICT

2

3

4

5

6

7

8

9

Revised Direct Adjustment No. 1 -Accumulated Depreciation,

Revised Direct Adjustment No. 2 - AIAC Associated with CWIP,

Revised Direct Adjustment No. 3 - Not Used,

Revised Direct Adjustment No. 4 - Not Used,

Revised Direct Adjustment No. 5 - Deferred Debits,

Revised Direct Adjustment No. 6 - Working Capital,

Rate Design and Proof of Recommended Revenue, and

Typical Residential Bill Analysis.

10

11

12

13

14

15

To support the adjustments in my surrebuttai testimony, I am presenting

Surrebuttal Schedules numbered SURR RLM-1, pages 1 and 2, SURR

RLM-2A, SURR RLM-2, SURR RLM-6 through SURR RLM-9, SURR

RLM-13, Rate Design Surrebuttal Schedules SURR RLM-RD1 and RLM-

RD2, which are filed concurrently in my surrebuttal testimony.

16

17 ORIGINAL COST RATE BASE ("OCRB") ADJUSTMENTS

18 RUCO Surrebuttal OCRB Adjustment No. 1 The Purpose of This

19 Adiustment Varies Depending to Which District It Applies

20 NOTE-. THIS ADJUSTMENT AFFECTS ONLY AGUA FRIA, HAVASU,

21 MOHAVE, AND PARADISE VALLEY WATER DISTRICTS AND MOHAVE

22 WASTEWATER DISTRICT.

23

3.

2.

4.

7.

5.

6.

1.

8.

6
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1 Please explain your surrebuttal rate base adjustment #1 to the Agua Fria

2 Water District.

3 As shown on Schedule SURR RLM-2, this is a conforming adjustment,

4 which accepts the Company's realization of actual costs incurred for the

construction of the Sierra Montana 2.2 MG Reservoir from an earlier5

6 estimated amount. This adjustment reduces UPIS by $252,470.

7

8 Please explain your surrebuttai rate base adjustment #1 to the Havasu

Water District.9

10

11

12

This is a conforming adjustment the Company proposed in its rebuttal

testimony. It moves the water and wastewater plant associated with the

Gateway facilities from Havasu to the Mohave Water and Wastewater

13 Districts. Gateway is geographically located half way between the Havasu

District and the Mohave Districts. The plant was recorded on the books of14

15 Havasu but is in the Certificate of Convenience 8¢ Necessity ("CC8<N") with

16 the Commission as belonging to the Mohave Water and Wastewater

17 Districts.

18

19 What adjustment is necessary to move the Havasu plant to its proper

CC&N area of the Mohave Water and Wastewater Districts?20

21 A
/ ' \. It is necessary to reduce Havasu's UPIS by $816,311. A companion

22 adjustment to reduce the associated accumulated depreciation balance by

Q.

A.

A.

Q.

Q.

7
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1 $14,000 is also necessary. These adjustments are shown on Surrebuttal

2 Schedule RLM-2.

3

4 Please explain your surrebuttal rate base adjustment #1 to the Mohave

Wastewater District.5

6

7

8

This adjustment is the flip side of the Gateway plant discussed above for

the Havasu Water District. Rather than removing UPIS, it is necessary to

add plant to both the Mohave Water and Wastewater Districts accordingly.

9

10

11

What adjustment does RUCO make to Mohave Wastewater to properly

book the Gateway plant assets in its CC&N?

12 It is necessary to increase the Mohave Wastewater District's UPIS by

increase the associated13 $94,978.

14

A companion adjustment to

accumulated depreciation balance by $7,621 is also necessary. These

15 adjustments are shown on Surrebuttal Schedule RLM-2.

16

17 What adjustment did RUCO make to the Mohave Water District to account

18 for the Gateway plant assets and accumulated depreciation?

RUCO increased both Mohave Water's UPIS and accumulated19

20 depreciation by $721,333 and $45,790 respectively. This adjustment

21 completes the transfer of the Gateway plant assets from Havasu to the

22 proper CC&N(s). These adjustments are shown on Surrebuttal Schedule

RLM-2.23

A.

Q.

A.

Q.

Q.

A.

8
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1 Please explain your surrebuttal rate base adjustment #1 to the Paradise

2 Valley Water District.

3 This is a conforming adjustment, which accepts the Company's proposal,

4 to properly book retirements to Paradise Valley rather than the Sun City

5 and Sun City West Water Districts. These retirements resulted from the

6 Company building new arsenic treatment plant in Paradise Valley for

7 which tanks and pumps were retired in the process.

8

9

10

11

12

What adjustment does RUCO make to account for the retirements of the

tanks and pumps?

RUCO reduced both UPIS and accumulated depreciation by $180,916

and $120,802. These adjustments are shown on Surrebuttal Schedule

13 RLM-2.

14

15 RUCO Surrebuttal OCRB Adjustment No. 2 .- Biq Bend Acres Reservoir

16 NOTE: THIS ADJUSTMENT AFFECTS ONLY MOHAVE WATER

17 DISTRICT.

18 Please explain your surrebuttal rate base adjustment #2 to the Mohave

Water District.19

20 This adjustment updates the estimated post test year plant cost to actual

21 costs. The costs are associated with the construction of the 0.25 MG Big

22 Bend Acres Reservoir.

23

9

A.

Q.

A.

Q.

A.

Q.
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1 What adjustment did RUCO make to update the estimated cost to actual

2 costs?

3 RUCO increased Mohave Water's UPIS by $32,395. This adjustment is

4 shown on Surrebuttal Schedule RLM-2.

5

6 RUCO Direct OCRB Adjustment No. 1 -Accumulated Depreciation

NOTE: THIS ADJUSTMENT AFFECTS ALL DISTRICTS.7

8

9

Did the Company accept RUCO's OCRB adjustment #1 to accumulated

depreciation for all the Company's districts?

10 No.

11

12

13

On what grounds did the Company reject RUCO's adjustment to

accumulated depreciation?

14 The Company gave the following reasons as follows:

1 5
1 6
1 7
1 8
1 9
2 0
2 1
2 2
2 3
2 4
2 5

RUCO inappropriately recomputed depreciation expense for
all districts claiming that the only acceptable methods of
depreciation are mid-year or mid-month. RUCO is incorrect.
Arizona-American changed from the mid-year method to the
end of the month method as of January 2003. The
Company's depreciation methodology is accepted by our
outside auditors and complies with all Sarbanes-Oxley
requirements. All three methods give the same results over
the life of the asset...RUCG would improperly substitute a
fictional depreciation expense.

26 Does RUCO agree with the Company's assertion regarding the

27 accumulated depreciation adjustment?

28 Yes and no.

10

Q.

A.

A.

A.

Q.

Q.

Q.

A.

l all
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1 Please explain to which part of the Company's claim above that RUCO

2 agrees with and to which part of the Company's assertion that it does not

3

4

agree with?

RUCO stated in its direct testimony that "RUCO's opinion regarding

5

6

Generally Accepted Accounting Principles ("GAAP") does not recognize a

full-month depreciation methodology as being an accepted depreciation

convention method." After RUCO further researched the subject, a full7

8 month depreciation expense for plant additions, adjustments, and

9

10
HI

11

retirements is an acceptable depreciation method recognized by GAAP

"so long as the method is applied consistently. However, the Company

has failed to be consistent in its depreciation methodology, as GAAP

12 requires.

13

14 Why does RUCO claim that the Company has failed to be consistent in its

15 use of a depreciation methodology as required by GAAP?

16 In the Company's last mega-case (Commission Decision 67093 dated

17 June 30, 2004), the Commission authorized the following in its statement:

18
19
20
21
22
23
24
25
26

Arizona-American already employs a half month convention,
whereby a plant item is treated as being placed in service on
the 15th of the month it becomes operational. (Exh. A-21 at
7). The Company agrees with RUCO that a half-year
convention should be utilized absent a reason to depart from
the usual methodology, but asserts that its use would be
improper here. The Company contends that there is no
reason to be less accurate than the Company's system
allows for...

1 John Wiley & Sons, Inc., Intermediate Accounting, D. Kieso, J. Weygandt, T. Warfield, 2001, page 559.

11

Q.

A.

Q.

A.

l II 11-11
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1 Isn't RUCO utilizing the same depreciation methodology that the Company

2 asserted in Decision No. 67093?

3 Yes.

4

5

6

Should an entity seek authorization and permission from its regulatory

body or federal agency before changing its depreciation method?

7 Yes. Changing depreciation methods can increase or decrease rates for

8

9

10

11

12

13

ratepayers in this instance. It also has an impact on taxable income filed

with the Internal Revenue Service ("IRS"). The IRS requires an entity to

seek written permission prior to changing its depreciation methodology

when filing its income taxes. RUCO is of the opinion that the Company

should have been required to do the same with the Commission through

an accounting order etc. because it must be consistent with the method

utilized over time.14

15

16 What is RUCO's overall net acoumuiated depreciation adjustment for the

17 seven systems filed by the Company in this case?

18 The overall net adjustment reduces accumulated depreciation by

19 $1,102,677, which is in the Company's favor as shown on Surrebuttal

20 Schedule RLM-2.

21

22 RUCO Direct OCRB Adjustment #2 -. AIAC & CIAC Associated with CWIP

23 NOTE: THIS ADJUSTMENT AFFECTS ALL DISTRICTS.

12

Q.

A.

A.

Q.

Q.

A.
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1 Does RUCO agree with the Company's adjustment to remove the AIAC

2 and CIAC that it claims is CWIP related?

3 No. Arizona has historically excluded CWIP in rate base and historically

treated CIAC as a deduction from rate base. Thus, under RUCO's4

5

6

7

8

recommendations, Arizona-American is being afforded the same rate base

treatment for these two items that every other utility in Arizona is afforded

These are fungible funds that cannot be distinguished from other sources

I discussed this adjustment fully in my direct testimony.

9

10 What is RUCO's total adjustment for the seven districts in this case to

11 reverse the Company's proposal to increase rate base by excluding the

AIAC and CIAC booked balances?12

13

14

RUCO's total adjustment for the seven districts reduces rate base by

$4,254,861 as shown on Surrebuttal Schedules RLM-2 respectively.

15

16 RUCO Direct OCRB Adjustment #3 Various Conforming Adiustments

17 Pertaining to Different Districts

NOTE:18 THIS ADJUSTMENT AFFECTS AGUA FRIA, MOHAVE

19 PARADISE VALLEY, AND SUN CITY WEST WATER DISTRICTS.

20 Please explain RUCO rate base adjustment #3 as it pertains to Agua Fria

21 and Mohave Water Districts.

22

23

This is a specific adjustment for Agua Fria and Mohave Water Districts to

conform with the Company's response to Staff data request GTM 18.7, 2

13

A.

Q.

A.

Q.

A.

Q.

I II__1
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1 Supplement. The Company stated, "An error was made to Mohave Water

2 by reducing CIAC for a disbursement which belonged in the Agua Fria

3 Water district." The CIAC was correctly transferred but no corresponding

4 adjustment had been made to correct the accumulated amortization

5 balance for the two districts. This adjustment decreases Agua Fria's CIAC

6 balance by $28,016 and increases MohaveWater CIAC by $27,517.

7

8

9

10

11

12

13

14

Please discuss RUCO rate base adjustment #3 to Paradise Valley.

This is a specific adjustment for the PV Water District to conform with the

Company's response to RUCO data request 1.34. It relates to the

removal of post-test-year plant adjustment, Well #12, which the Company

later removed from this rate case. The Company had never received the

proper permits to begin construction. It reduces post test-year plant by

$2,109,032.

15

16 Please discuss RUCO rate base adjustment #3 to Sun City West Water

17 District.

18 This is a specific adjustment for the Sun City West Water District to

19 conform with the Company's response to Staff data request DH 4.3. The

20 Company mistakenly booked a $70,000 retirement to Sun City West that

21 should have been recorded on the Paradise Valley books. Another

22 $6,672 of retirements were incorrectly booked to Sun City West that

23 should have been booked to Sun City.

14

A.

Q.

Q.

A.

I'll Illlll
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1 RUCO Direct OCRB Adjustment #4 - Various Adjustments Pertaining to Different

2 Districts

3 NOTE: THIS ADJUSTMENT AFFECTS AGUA FRIA WATER, MOHAVE

4 WASTEWATER, PARADISE VALLEY WATER, AND SUN CITY WEST

5 WATER DISTRICTS.

6 Did the Company accept RUCO rate base adjustment #4 for the Agua Fria

Water District?7

8

9

10

11

12

Yes. This adjustment increases rate base by $18,581 for two projects that

were actually in the Agua Fria Water District but were mistakenly booked

to the Sun City West Water District. A companion adjustment was also

accepted by the Company to increase accumulated depreciation by

$2,375.

13

14

15

Did the Company accept RUCO rate base adjustment #4 for the Mohave

Wastewater District to remove 50 percent of the Wishing Well Treatment

16 Plant as excess capacity?

17

18

19

20

21

22

The Company is not entirely agreeable to remove 50 percent of the

Wishing Well Treatment Plant as excess capacity. The Company stated

that the project was both an upgrade and expansion of the old plant. The

Company adds that the total amount associated with the expansion to 0.5

MGD is $1,405,233 The Company suggests, "If the Commission were

inclined to accept RUCO's recommendation to defer 50% of the costs to

15

A.

Q.

Q.

A.

l l1111-l_l1
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1 serve additional customers, that would be only $702,616." RUCO will

2 investigate that claim further and will address that issue at a later date.

3

4 What adjustment did RUCO make to remove 50 percent of the total cost of

5 the Wishing Well Treatment Plant project?

6

7

8

This adjustment is an updated amount that includes 50 percent of the

estimated cost of $3,932,080 that the Company sought in i ts rate

application plus 50 percent of the Company's rebuttal adjustment of

9 $343,959 to true up to the project's actual cost. RUCO's surrebuttal

to adjustment reduces UPIS by $2,138,020 for excess capacity as shown on

Surrebuttal Schedule RLM-2.11

12

13

14

Did the Company accept RUCO's rate base adjustment #4 to decrease

accumulated depreciation by $456,414 in the Paradise Valley Water

15 District?

16 No. RUCO witness, Mr. Moore, made this adjustment. After a discussion

17

18

19

20

with him, Mr. Moore said the leading causes for the adjustment was

primarily due to the different depreciation rates utilized by the Company

and RUCO. The mid-month depreciation convention employed by RUCO

also leads to some of the discrepancies between the Company and

21 RUCO. Mr. Moore stated he made some corrections that Company

22 witness, Ms. Gutowski, had pointed out since RUCO filed its direct

16

A.

Q.

Q.

A.
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testimony. Thus, this surrebuttal adjustment is a different amount after

making those corrections to its direct adjustment

Does the Company agree with RUCO's rate base adjustment #4 that

removes plant and accumulated depreciation from Sun City West Water

District that was attributable to the Agua Fria Water District?

Yes. with minor calculations. RUCO accepts the calculation that the

Company suggests

10 RUCO Direct OCRB Adjustment #5 .- Deferred Debits with the Exception of

11 Paradise Vallev

12 THIS ADJUSTMENT AFFECTS ALL WATER AND

13 WASTEWATER DISTRICTS EXCEPT PARADISE VALLEY

Does the Company agree with RUCO's rate base adjustment #4 that

corrects the deferred debit balances?

Yes. These are conforming adjustments that derived from a recalculation

by the Company after filing its rate application

19 What adjustments were necessary to properly reflect the new amounts for

the deferred debits?

The following adjustments were necessary to increase (decrease) rate

base in the amounts below

Q.

Agua Fria (8 3,321,116) Havasu (as 145,701)
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1 Mohave WW

2

Mohave Water ($ 1,649,972)

$ 892,284Sun City West Tubae

$ 7,701

($51 ,122)

3

4 RUCO Direct OCRB Adjustment #5 ...- Paradise Vallev Post Test Year Plant

5 Retirements

6 NOTE: THIS ADJUSTMENT AFFECTS ONLY PARADISE VALLEY

7 WATER DISTRICT.

8

9

10

11

12

13

14

Does RUCO agree with the Company's rebuttal position regarding the

inappropriate retirement adjustment that RUCO makes in its rate base

adjustment#5'?

Yes. RUCO agrees that the amount would be double counted because

RUCO's rate base adjustment #1 has already accounted for this

retirement adjustment. RUCO removed rate base adjustment #5 in its

surrebuttal testimony and schedules as shown on Surrebuttal Schedule

15 RLM-2.

16

17 RUCO Direct OCRB Adiustment #6 .- Working Capital with the Exception of

18 Paradise Valley

19 NOTE: THIS ADJUSTMENT AFFECTS ALL WATER AND

20 WASTEWATER DISTRICTS EXCEPT PARADISE VALLEY.

21

22

Q.

A.

18 I
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1 Please address Company witness, Ms. Hubbard, regarding RUCO's

2 leadllag calculation study.

3 Ms. Hubbard discussed what she assumed were errors in RUCO's

4 lead/lag calculations. In some of the instances she was correct. Those

5 errors have been corrected. At other times, what she thought was an

6 error was actually RUCO's very intent in calculating the lead/lag study.

7

8

9

10

11

12

Please explain what you meant by that was the "intent" of the calculation

Ms. Hubbard stated that since I did not include regulatory expense in

column C of my lead/lag calculation in "other operating expenses" then it

was incorrect. She added, "Therefore the resulting Expense Lag on line

18 is incorrect." RUCO deliberately excluded the regulatory expense in

The Commission has historically excluded13 the lead/lag calculation.

14 regulatory expense in lead/lag calculations. Regulatory expenses are

15 treated similar to non-cash items such as depreciation expense. The

16

17

18

19

20

21

22

Company did expend cash to pay for such expenses, but there will be no

future expenses because they will be recovered in rates going forward

Therefore, it would be improper to include expenses that have no future

cash outlays. Thus, regulatory expenses should not be included in a

lead/lag calculation for those reasons. l deliberately excluded the non

cash operating expense of depreciation amortization and rate case

expense as was approved by the Commission in the Company's previous

19

Q.

A.

A.

Q.

I I
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1 two Paradise Valley decisions and the last Mohave Water and Wastewater

2 decision.

3

4

5

Did the Company revise its cash working capital request in its rebuttal

testimony filing?

6 Yes.

7

8 What revisions did the Company make in its rebuttal request for cash

9

10

11

12

13

working capital?

The Company made several revisions to its original lead/lag study as filed

in the direct rate application. First, the Company updated all expense

account balances to its rebuttal position. Second, the Company's revised

surrebuttal lead/lag study adopts all the expense lag days that were

14 approved in Commission Decision No. 69440, dated May 1, 2007. That

15

16

17

18

19

20

change alone was significant. Third, the Company removed most non-

cash items from its lead/lag study, i.e. depreciation and amortization

expenses but not regulatory expenses. The Company's lead/lag study

now includes interest expense where the original study failed to do so.

The Company did not make any changes to its revenue lead/lag days as

proposed in its original filing, which RUCO disagrees with and will address

later in this section.21

22

20

A.

Q.

Q.

A.
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1 Does RUCO accept the Company's revised lead/lag study as proposed in

2 its rebuttal filing?

3 No. However, RUCO does accept the Company's proposal to use the

4 expense lag days from the previous Mohave rate case (Decision No

5 69440).

6

7

8

9

10

How much cash working capital had the Company originally requested in

its direct rate application?

The Company originally requested a total of $3,008,039 for cash working

capital, inclusive of all seven districts. The amount for each individual

district is shown below:11

12

13 $ 1,409,860 Havasu $ 102,420

14

Agua Fria

Mohave WW $ 58,358 Mohave Water $ 367,562

15 Paradise Valley $ 549,034 Sun City West $ 480,140

16 Tubae $ 40,665

17

18 How much cash working capital is the Company requesting in its rebuttal

19 testimony?

20 The Company revised its total cash working capital request to $471,358

inclusive of all seven districts. The amount for each individual district is21

22 shown below:

23

21

A.

Q.

A.

Q.

Q.

A.
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1 Agua Fria $ 60,105 Havasu $ 46,992

2 Mohave WW $ 425 Mohave Water $ 185,707

3 Paradise Valley $ 79,326 Sun City West $ 77,120

4 Tubae $ 21,683

5

6

7

8

9

10

Isn't that a significant drop from what the Company had originally

requested in its direct rate application?

Yes. It represents approximately an 84 percent decrease from the amount

the Company originally requested in cash working capital. This revised

decrease is driven primarily by the inclusion of interest expense and

11 exclusion of non-cash i tems such as depreciation expense when

12 calculating a lead/lag study.

13

14 Does RUCO have other concerns with the Company's revised lead/lag

15 study?

16 Yes.

17

18 What other concerns does RUCO have regarding the Company's revised

19

20

lead/lag study?

1. RUCO believes the revenue lag days are excessive,

21

22

2. The Company includes regulatory expense as an expense item in

other operating expenses in the lead/lag calculation.

23

22

A.

Q.

Q.

A.

A.

Q.
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1 Please discuss RUCO's concerns regarding the revenue lag days being

2

3

4

excessive in the Company's leadllag calculation.

RUCO will use the Company's Agua Fria Water District to illustrate the

concerns RUCO has with the Company's revenue lag days. The total

5

6

7

8

revenue lag days are the sum of the 1) mid-point of the service period -

13.5 to 17 days for an average of 15.32 days, 2) billing lag days - 2 to 8

days for an average of 4.29 days, and 3) pay lag days .-- consisting of 20

to 21 days for an average of 20.21 days. The average sum of the three

9 components of the revenue lag days is 15.32 + 4.29 + 20.21 39.82 total

10 revenue lag days. These calculations are shown in RUCO'S work papers.

11 This accurately reflects the district's cash working capital needs. The

12

13

14

Company calculated a range of 46.25 to 50.13 for the seven different

districts in this case for revenue lag days. The Company uses 48.94

revenue lag days for the Agua Fria District to calculate its lead/lag study.

This is the amount of time between the mid-point of the service period and15

16 when the customer payment becomes due.

17

18 Did RUCO express its concerns to the Company during the discovery

19 period?

20 Yes. RUCO was alerted to the excessive revenue lag days early in the

21 discovery process of its initial analysis of the Company's lead/lag study

22 and issued data request 2.02. The data request questioned the

23 Company's "Service and Billing" lag day study as follows:

23

Q.

A.

Q.

A.
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Q. Lead/Lag Study Some of the data on the W/P entitled "Service
and Bil l ing Lag Agua Fria" appears to be incorrect. For
example some lines show billing lags of over 200 days and
other lines show negative days for the service lag. If this is
incorrect please provide a corrected spreadsheet. I f  i t  is
correct, please provide an explanation of these anomalies.

A. The tab labeled "Service and Bi l l ing Lag Agua Fria" on
worksheet 2007 Agua Fria Lead Lag.xls.xls is incorrect. Please
see the revised spreadsheet.

1
2
3
4
5
6
7
8
9

10
11
12 The shortened revised spreadsheet is provided below. The entire

13 corrected spreadsheet is nearly 1,800 lines long. This illustration

14 shows the first several lines and the last lines.

15

Arizona American Water Company
Test Year Ended December 31, 2007
Lead/Lag Study

Exhibit
Schedule
Page
Witness:

SERVICE & BILLING LAG AGUA FRIA

Line
Route

1

2

3

4

5

6

7

8

9

10

11
12
13
14
43
44

351
351
351
351
351
351
351
351
351
351
351
351
352
352
761
761
751
752
752
762
762
752
762
753

Revenue
Period

Jan-o7

Feb-o7

Mar-o7

May-o7

May~o7

Jun-O7

Ju!-07

Aug-O7

Oct-o7

Oct-o7

Nov-O7

Dec~07

Jan-07

Feb-07

Oct-o7

Nov-07

Dec-O7

Ju!-O7

Aug-07

Oct-07

Oct-O7

Dec-O7

Dec-O7

Dec-o7

Previous
Read

12/23/2006
1/26/2007
2/26/2007
3/27/2007
4/26/2007
5/24/2007
6/25/2007
7/26/2007
8/27/2007
9/26/2007

10/25/2007
11/27/2007

12/8/2006
1/11/2007
9/25/2007

10/24/2007
1 1/26/2007

6/22/2007
7/26/2007
B/27/2007
9/26/2007

10/25/2007
11/29/2007
1 1/27/2007

Current
Read
1/26/2007
2/26/2007
3/27/2007
4/26/2007
5/24/2007
6/25/2007
7/26/2007
8/27/2007
9/26/2007

10/25/2007
1 1/27/2007
12/21/2007

1/11/2007
2/8/2007

10/24/2007
11/26/2007
12/20/2007

7/26/2007
8/27/2007
9/2G/2007

10/25/2007
11/29/2007
12/21/2007
12/21/2007

Billing
Date

1/31/2007
2/28/2007
3/30/2007

5/1 /2007
5/30/2007
6/28/2007
7/31/2007
8/31/2007
10/1/2007

10/30/2007
11/30/2007
12/28/2007

1 I16/2007
2/13/2007

10/29/2007
1 1/29/2007
12/27/2007
7/31/2007
8/31/2007
10/1/2007

10/30/2007
12/7/2007

12/28/2007
12/28/2007

Service
_L_ag
17.00
15.50
14.50
15.0o
14.00
16.00
15.50
16.00
15.00
14.50
16.50
12.00
17.00
14.00
14.50
16.50
12.00
17.00
16.00
15.00
14.50
17.50
11.00
12.00

Billing
L-.83

500
2.00
3.00
5.00
6.00
3.00
5.00
4.00
5.00
5.00
3.00
7.o0
5.00
5.00
5.00
3.00
7.00
5.00
4.00
5.00
5.00
8.00
7.00
7.00

45

4e

47

48

49

50

51

52
53

54 Average 15.13 4.48

16

24
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1 The Company's revised "Service and Billing" lag day study calculated a

2 mid-point service period of 15.13 days and a billing lag of 4.48 days for a

3 total of 19.61 days (15.13 + 4.48). That sum is equal to what RUCO

4 calculated (Attached as RUCO Exhibit 1) in its mid-point service period,

5 15.32 days, plus RUCO's calculated billing period, 4.29 days, in its

6 revenue lag calculation for Agua Fria's service and billing lag (15.32 +

7 4.29 = 19.61 RUCO service and billing lag days).

8

9

10

Did the Company use the corrected service and billing lags provided to

RUCO in data request 2.02 as described in the previous chart and

11

12

13

14

15

16

paragraph?

No. The Company used the service and billing lag days, 10.598 days and

10.179 days respectively, from a service and billing lag study that it has

admitted was incorrect in RUCO data request 2.02. Arizona-American

made the effort to correct the study and provide a revised service and

billing lag study and failed to.use the corrected lag days in its rebuttal

17 filing.

18

19

20

How many lag days did the Company and RUCO compute for the third

and final component of the revenue lag days, which is the payment lag

21

22

23

days?

The Company computed 28.166 payment lag days and RUCO computed

20.21 payment lag days. That's a difference of 7.956 payment lag days.

Q.

A.

Q.

A.

25
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1 That is a significant difference in payment lag days isn't it?

2 Yes. That is the primary difference between RUCO's calculation of total

3 revenue lag days and the Company's because RUCO and the Company's

4 corrected (but not used) service and billing lag days are identical.

5

6

7

8

9

How did the Company compute its payment lag days?

The Company first computes the average daily balance of accounts

receivable of 254 days, which is $4,727,582 Next, the Company totals

the annual revenues that are $61 ,263,424. The Company then divides the

10

11

12

13

total annual revenues by 365 days that results in average daily revenues

of $167,845 ($61,263,424 / 365 days = $167,845). Finally, the Company

derives its payment lag days of 28.166 by dividing the average daily

balance of account receivables by average daily revenues to arrive at the

14 28.166 payment lag days ($4,l/27,582 / $167,845 28.166 payment lag

15 days).

to

17

18

19

20

Does RUCO disagree with the Company's calculation?

RUCO disagrees with the third calculation that divides the total annual

revenues by 365 days, which results in average daily revenues of

$167,845 ($61 ,263,424 / 365 days = $167,845).

21

26

A.

Q.

A.

Q.

A.

Q.

H ll II
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1 Explain why RUCO disagrees with the part of the calculation that divides

2 the total annual revenues by 365 days, which results in average daily

3 revenues of $167,845 ($61 ,263,424 / 365 days = $167,845).

4 If the Company averages 254 days of the daily balances of accounts

5 receivable, it should divide the total annual revenues of $61,263,424 by

6 the same 254 days (not counting weekends), which results in $241 ,195 for

7 the average daily revenues as opposed to the Company's $167,845. That

8 would match apples to apples rather than apples to oranges.

9

10

11

12

13

14

15

16

17

18

What is the result of the payment lag days if the same number of daily

balance of accounts receivable (254 days) were used to divide the total

annual revenues ($61,263,424 / 254 days) rather than the 365 days

(counting weekends)?

The result of dividing the total annual revenues of $61 ,263,424 by the 254

days equals $241,195. The last calculation to derive at the payment lag

days is to divide the average daily balance of accounts receivable by the

average number days of revenue receivable ($4,727,582 / $241,195 :

19.60 payment lag days.

19

20

21

22

23

27

Q.

A.

Q.

A.

l l
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1 How many payment lag days did RUCO calculate in its revenue lag

2 calculation?

3 RUCO's payment lag calculation resulted in e 20.21 lag days compared to

4 the 19.60 payment lag days for Agua Fria as discussed earlier. The

difference is minimal.5

6

7

8

9

What method and/or analysis did RUCO perform in determining its

recommended revenue lag days for each district?

In RUCO data request 8.01, RUCO requested fifteen copies of actual bills

10 in each district in this case for various customer classifications

11

12

13

14

15

16

17

18

19

20

(proportionately by classifications by number of customers served in that

class). By utilizing this sample of bills, RUCO was able to ascertain the

service period, therefore the mid-point service period was established, and

the bill date, which establishes the billing lag days. The pay lag is

determined by adding the number of days from the bill date to the due

date. The total revenue lag days are the sum of the 1) mid-point service

period, 2) billing lag days, and 3) pay lag days. These calculations are

shown in RUCO's work papers. This accurately reflects the districts' cash

working capital needs. This is the same method that has been approved

by the Commission a number of times in recent cases.

21

22

23

A.

Q.

A.

Q.

28
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1 What is RUCO's final analysis regarding the Company's revenue lag

calculation?

RUCO's analysis determined that the Company's pay lag days were

excessive by approximately eight to ten days for each district. Previous

Arizona-American lead/lag studies for the revenue lag days are nearly

identical to RUCO's in this case. For instance, Paradise Valley's previous

rate case (Decision No. 68858) recognized 38.30 revenue lag days

RUCO calculated 38.90 for Paradise Valley in this instant case while the

Company used 50.13931 revenue lag days. The same is true for the

recent Mohave Water and Wastewater cases. Commission Decision No

69440 established and approved 39.15 revenue lag days for Mohave

Water. RUCO calculated and recommends a near identical revenue lag

days of 39.20 in the instant case while the Company used 48.23919

revenue lag days in the instant case for the same Mohave Water District

The Commission approved a revenue lag of 37.11 days in Commission

Decision No. 69440 for the Mohave Wastewater District. RUCO

recommends a 39.77 revenue lag for Mohave Wastewater in this case

These recommendations are quite similar to what has been authorized in

Arizona-American's previous rate cases

Q.

29
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What is RUCO's final cash working capital recommendation for the seven

districts in this case?

RUCO recommends a total of negative $299,676 for cash working capital

inclusive of all seven districts. The amount for each individual district is

shown below

Havasu $ 10,348Agua Fria

Mohave WW Mohave Water $ 67,444

Sun City West ( $ 7,196)

($ 236,355)

(8 4,689)

Paradise Valley ($ 148,538)

$ 19,310Tubae

Isn't a negative amount of cash working capital peculiar outcome?

No, not at all. The Paradise Valley Water District in a recent case had a

similar amount of negative cash working capital. Utility bills and revenue

recovery are regular monthly occurrences, as are most expenses

Therefore, larger utilities typically do not have positive cash working

capital requirements. Many of the utilities that file rate applications with

the Commission request zero cash working capital as a means of avoiding

the ultimate operating income reduction associated with negative cash

working capital

30
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1 Don't most of the companies claim that a lead/lag study is excessively

2 expensive, complex, labor intensive, and over burdensome?

3 Yes.

4

5

6

7

8

How do you respond to that claim?

RUCO admits it does add to cost, it is somewhat complex, it requires more

labor, and may be a burden. As the Commission has acknowledged time

and time again, a lead/lag study is the most accurate method to measure

9 a Company's working capital requirements. From the Company's

10

11

12

13

14

15

16

perspective a lead/lag study is overly burdensome. This is no surprise

because it normally reduces rate base, and thus, utility operating income

is reduced. It is not fair to the ratepayers to provide additional cash to the

Company that it does not need. If the Company had maintained its direct

testimony position regarding cash working capital needs and that position

was accepted by the Commission, it would have resulted in an inflated

rate base of more than $3.3 million and the Company would have received

17 a return on the inflated rate base.

18

19 If the Company changed a billing/payment policy, would that warrant such

20 a deviation of revenue lag days from a previous case to this case?

21

22

23

That could be true. However, the Company's billing/payment policy is the

same today as it was in the prior cases (See RUCO Exhibit 3). That

exhibit states the meter reading, billing, and payment policy for the

A.

A.

Q.

Q.

Q.

A.

31
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1 Company, "each meter shall be read monthly or as close to the same day

2 of each month as practicable unless otherwise approved by the

3 Commission." This is the same Company policy that has existed for

4 years.

5

6 RUCO Direct OCRB Adjustment #6 - Paradise Vailev Deferred Debits

NOTE: THIS ADJUSTMENT AFFECTS ONLY PARADISE VALLEY.7

8

9

10

Please discuss RUCO's deferred debit adjustment for Paradise Valley.

This adjustment is common to all seven districts in this case. It was

previously discussed in detail in RUCO rate base adjustment #5.

11

12 What adjustment was necessary to restate the deferred debit balance?

13

14

This was a conforming adjustment that reduces the deferred debit balance

by $1 ,083,637 in the Paradise Valley District.

15

16 RUCO Direct OCRB Adjustment #7 -.- White Tanks CWIP

NOTEs THIS ADJUSTMENT AFFECTS ONLY AGUA FRIA.17

18

19

20

Please discuss RUCO's position regarding the inclusion of the White

Tanks CWIP in Agua Fria Water District.

RUCO witness, Mr. Rigs by, discusses this adjustment in his testimony.

21

22

23

A.

A.

Q.

Q.

A.

Q.

32
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1 RATE DESIGN AND PROOF OF RECOMMENDED REVENUE

2 Have you revised your Schedule presenting your recommended rate

3 designs?

4 Yes, as shown on Schedule SURR RLM-RD1, the rate design is

5 consistent with RUCO's recommended revenue allocations and

6 requirement as revised in RUCO's surrebuttal testimonies.

7

8 Have you revised your Schedule presenting proof of your recommended

9 revenue?

10 Yes, I have. As shown on Schedule SURR RLM-RD1, my recommended

11

12

rate design will produce the recommended required revenue as revised in

my surrebuttai testimony.

13

14 TYPICAL RESIDENTIAL BILL ANALYSIS

15

16

17

18

19

Has RUCO revised its Schedule representing the financial impact of

RUCO's recommended rate design on the typical residential customer?

Yes. The impact of RUCO's revised recommended revenues is presented

on the district's Surrebuttal Schedule RLM-RD2. This typical bill analysis

for residential customers shows the financial impact with various levels of

20 usage.

21

22 Does this conclude your surrebuttal testimony?

23 Yes, it does.

A.

A.

A.

Q.

A.

Q.

Q.

Q.

33
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I Driginal SHEET NO.ACC-24
SHEET no.Arizona-American Water Company

(Name of Company)
Mohave Water District

(Name of Service Area)

RULE no. 1
METER READING

FREQUENCY

Each meter shall be read monthly or as close to the same day of each month as practicable unless otherwise
approved by the Commission.

B. MEASURING OF SERVICE

1. All water delivered by the Company shall be billed upon the basis of metered volume sales, except that the
Company may, at its option, provide a fixed charge for the following:

a. Temporary service where the water use can be readily estimated.

b. Public and private fire protection service.

Water used for street sprinkling and sewer flushing, when provided for by contract between the
Company and the municipality or other local governmental authority.

d. Other fixed charge schedules as shall be submitted to and approved by the Commission.

When there is more than one meter at a location, the metering equipment shall be so tagged or plainly marked
as to indicate tie facilities being metered.

CUSTOMER REQUESTED REREADS

1. The Company shall at the request of the customer reread the customer's meter within ten (10) working days
after such request by the customer.

2. Any rereads shall be charged to the customer at the rate on file and approved by the Commission, provided
that the original reading was not in error. Adjustment for reasonable usage since the original reading was
taken shall be considered when determining the original reading.

3. When the original reading is found to be in error, the re read shall be at no charge to the customer, given
adjustment for reasonable usage since the original reading was taken.

D. ACCESS TO CUSTOMER PREMISES

The Company shall at all times have the right of safe ingress to and egress from the customer's premises at
all reasonable hours for any purpose reasonably connected with the Company's property used in furnishing
service and the exercise of any and all rights secured to it by law or these rules.

ISSUED:

ISSUED BY:

Julv 1, 2004 EFFECTIVE: Julv 1. 2004
Month Day Year Month Day Year

David Stephenson, Rate Regulation Manager
19820 N. 7th St., Suite 201, Phoenix. Arizona 85024

A.

C.

2.

c.

Decision No. 67093
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Arizona-American Water Company

(Name of Company)

Original SHEET NQ_ACC,25
SHEET no.

Mohave Water District
(Name of ServiceArea)

1---1- "-"1. "-.

RULE no. 8
BILLING AND COLLECTION

FREQUENCY AND ESTIMATED BILLS

The Company shall bill monthly for services rendered. Meter readings shall be scheduled for periods of not
less than twenty-hve (25) days or more lean thirty-five (35) days, unless otherwise approved by the
Commission.

2. If the Company is unable to read the meter on a scheduled meter read date, it will estimate the consumption
for the billing period giving consideration to the following factors when applicable:

a. The customer's usage during the same month of the previous year.

b. The amount of usage during the preceding month,

3. After the second consecutive month of estimating the customer's bill for reasons other than severe weather or
standard billing practice as approved by the Commission, the Company will attempt to secure an accurate
reading of the meter.

4. Failure on the part of the customer to comply with a reasonable request by the Company for access to its
meter may lead to the termination of service,

5. Estimated bills will be issued only under the following conditions:

Failure of a customer who reads his own meter to deliver his meter reading card to the Company in
accordance with the requirements of the Company's billing cycle.

Severe weather conditions that prevent the Company from reading the meter.

Circumstances that make it dangerous or impossible to read the meter, i.e., locked Gates, blocked
meters, vicious or dangerous animals, etc.

d. Other billing cycles as approved by the Commission.

6. Each bill based on estimated usage will indicate that it is an estimated bill.

COMBINING METERS, MINIMUM BILL INFORMATION

1. Each meter at a customer's premises will be considered separately for billing purposes, and the readings of
two or more meters will notbe combined.

Each bill for residential service will contain the following minimum information:

Date and meter reading at the end of the actual or estimated billing period.

Previous month's actual or estimated meter reading and date.

a.

b.

ISSUED:

ISSUED BY:

July 1, 2004 EFFECTIVE: July 1, 2004
Month Day Year Month Day Year

David Stephenson, Rate Regulation Manaczer
19820 N. 7m St., Suite 2011 Phoenix, Arizona 85024

A.

B.

1.

2.

a.

b.

c.

Decision No. 67093



Gauging, Water Use Page 1 off
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Gauging Water Use

Reading Your Meter

The water meter measures the amount of water you use, and its readings serve as the basis for your

water charges. We read meters monthly in most areas. The meter may be inside, often in the basement,

or it may be outside, usually in a pit at the curb. Water meters measure the amount of flow from the water

main into the home plumbing system, Only the flow of water into the meter can cause its dial to move to

register water usage. At many properties with a meter inside, we have installed devices outside so that

we can read the meter without having to enter your property.

If your meter is inside your property and there is no device outside to read the meter, you can help us to

ensure accurate billings by providing us access to the meter on the next reading date indicated on your

bill, or calling your reading in that day Io our toll-free meter reading number, 1800.672.1095, If the meter

is outside, you do hot need to assist us in obtaining a reading

Since the register is never reset while the meter is in service, the usage for any given period is

determined by subtracting the previous reading from the present reading.

If Your Bill is Unusually High

An unusually high bill can occur for many reasons A little investigation can help you save water and

money

Actual readings:

Make sure your meter is accessible, so your bill is based on actual readings When we cannot obtain a

meter reading, we try to estimate usage accurately. However, a high bill can occur when an actual meter

reading follows several estimated readings that were too low. To avczid estimated readings, make sure

your meter is easily accessible to our meter reading crews.

Check for leaks;

Small leaks can quickly add up to many gallons lost. A dripping faucet can waste 15 gallons a day. Just a

1/8-inch sized leak consumes more than 3,500 gallons per day. Most leaks are easy to find, but some

can go undetected You may want to check:

t Your toilet. It is not uncommon to lose more than 100 gallons a week to a toilet leak. You can

check for leaks by putting a small amount of weak coffee or lea in the tank, then watch for a few

minutes. If the color of the cofieeltea shows up in the bowl, you have a leak that needs to be

repaired. Similarly, leak detection kits have dye tablets that perform the same function. Food

coloring. however, is not recommended as it may adhere to cracks/scratches in the bowl and

permanently stain. ,

Dishwasheriolothes washer. Look for drips or stains underneath or behind these appliances.

indoor and outside faucets. Replace worn gaskets and washers.

Sprinkler systems. Check for damaged sprinkler system heads and system leaks.

l*

r

t

Look at your waler usage:

t

1+

t

y

t

The high Dill may be explained by changes in the way your household is using water.

Did you use more waler keeping your lawn green?

is your water sprinkler system functioning properly?

Did you do extra loads of laundry before or after a vacation?

Did you have friends or relatives siayirig at your house?

Water Usage for standard homes (approximate gallons per use)

Toilets:

Conventional: 50

Low-Flow: 3.5

Ultra Low-Flow: 16

Washing Machines:

http2//www.amwater.corrm/neaw/CustomenService/Wise-Water-Use/gauging-water~use.html 1/13/2009



Baling <§L Payment Information Page 1 off

Billing and Payment Information

At Arizona American Water, providing you with the best customer service possible is our priority. We

offer the following payment methods:

Pay by Mail

Use the convenient return envelope provided to you with your bill. Detach and enclose the bill stub with

your check or money order. Do not send cash.

Automatic Payment

Sign up for Automatic Payment, and your bill will be paid on time, every lime, directly from your checking

or savings account on the date it is due

Download the Automatic Pavement Form for complete instructions.

Online Bill Pay

You can use your Visa or MasterCard credit or debit cards to pay your bill online. For more inlormaiion,

visit: wwwpavmybillcom

Pay by Phone

If you do not have questions about your bill, you can pay-by-phone using your Visa or MasterCard by

calling 18662715522. There is a small fee for this service. Be sure to have your 10-digit account

number handy This is located on the upper right corner of your current bill

Pay at at local payment location

Convenienlpavment locations across the state will accept your payment. Please note these locations

DO NOT accept payments by mail.

Understanding Your Bill

The service charge on your bill allows the company to recover a portion of fixed costs necessary to

provide customers with access 'Io service. Power, chemicals, maintenance, rent, customer service, and

administrative service expenses are examples of these costs. Other charges determined by the Arizona

Corporations Commission may also be shown on your bill.

Today. most Arizona American Water customers are billed based on the volume they consume as

measured by a water meter at the service location. Metered systems help customers monitor their water

usage to conserve precious resources, protect the environment, and control customer costs.

Metered Customers

Arizona American Water employees regularly read your water meter to find out how much water has

been used during the prior period The service charge is a minimum regular charge determined by the

meter diameter, to which we add a commodity charge based on the cost of water actually used.

Payment is due upon receipt of the Bil). The bill is past due 15 days after the billing date on the

statement. Failure tn pay in a timely manner may result in disconnection of water service To start service

again, the outstanding bill and a reconnection fee must be paid.

Third Party Notification Service

A special program is available to help protect elderly Cr disabled customers from service interruption We

offer this service at no extra charge with our Third Party Notification service, a phone cell will be made

to a person designated by the customer prior to service being disconnected. This will give a family

member, friend or caregiver time to take action to prevent the service from being terminated.

For most customers, your water bill is divided into two sections -- a flat service charge and a

quantity charge.

A. The flat service charge is the fee you pay to connect to the system. It remains the same each month

http ://www. amwater.com/azaw/customer-service/billing and-p payment-informationhtml 1/13/2009
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Arizona American Water Company
(Name of Company)

Origins\ SHEET NO. . IA
SHEET no.

Agua Fria Water District
(Name of Service Area)

Terms and Conditions

Water service provided under this rate schedule is subject to this District's Rules and Regulations applicable to
Water Service and may be subject to this District's Miscellaneous Service Charges set forth in Rate Schedule
MISC-1.

Water service under this Schedule is for the exclusive use of the Customer and water shall not be resold or
provided to others.

All rates in this Schedule shall be subject to their proportionate part of any taxes or other governmental imposts
which are assessed directly or indirectly on the basis of revenues derived from service under this Schedule, or
on the basis of the service provided or the volume of water produced, purchased or sold.

A 1 v2% late payment penalty will be applied to account balances not paid within twenty-five (25) days after the
postmark date of the bill in accordance with Rule 8 (H).

r

\ ) ISSUED:

ISSUED BY:

Julv 5, 2006 EFFECTIVE: July 5, 2005
Month Day Year Month Day Year

Thomas Broderick, Rate Regulation Manager
19820 n. 7"' st., Suite 201, Phoenix, Arizona 85024

Decision No. 68825

I

l

l l l l



EXHIBIT

COMPANY:
DOCKET NO:

ARIZONA AMERICAN WATER COMPANY
W-01303A-08-0227 and SW-1303A-08-0227

I/

Response provided by:
Title:

Joseph E. Gross
Director of Engineering

Address: 19820 n. 7th Street, Suite 201
Phoenix, AZ 85024

Company Response Number: DH 16.2

Wishing Well Wastewater Treatment Plant ("Wishinq Well") Expansion Project

Based on the projected next five year growth rate and 2007 wastewater flow data,
this project is more than 50% overbuilt. Please explain the reason why the
Company decided to over-expand the treatment plant.

The Company did not decide to over-expand this treatment plant. On the contrary,
during the pre-design phase in 2006, growth projections indicated that the .25 mud
capacity of the existing plant would be exceeded in 2008. This estimate was based
upon signed commitments to serve the following developments and an accelerated
design program was initiated to insure the plant capacity would not be exceeded by
the demands of the new developments. During construction in 2007-2008,
development slowed, however, the commitments to serve these developments
remain in force. It is not cost-effective to increase treatment plant capacity in small
50-100 mud increments and the existing ADEQ permit approved the expanded
capacity of .500 mud.

Total
Development Name
Greens at Los Lagos
Brett Canyon Estates
Desert Lakes Estates D,E
Everglade Estates
Mesa Vista
Patriot Estates
Sage Hill A & B
Twin Palm Estates
Stetson Ranch
Vallev Springs Estates

Total Units

Units
389
55

240
154
131
119
99

144
57

132
1520

Design
Flow (ADF, men
0.072
0.013
0.040
0.039
0.024
0.030
0.037
0.036
0.011
0.025
0.317
0.134<-- Average Daily Piatt Flow
0.442 <-- Required Future Plant Flow

ADEQ Permit Limit 0.50 mud
- original plant capacity 0.25 mud
- expansion complete Aug 2008 to 0.50 mud
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1 INTRODUCTION

2

3

4

5

Please state your name, occupation, and business address.

My Name is William A. Rigsby. I am a Public Utilities Analyst V employed

by the Residential Utility Consumer Office ("RUCO") located at 1110 W.

Washington, Suite 220, Phoenix, Arizona 85007.

6

7

8

9

10

11

12

13

14

15

16

Please describe your qualifications in the field of utility regulation and your

educational background.

I have been involved with utility regulation in Arizona since 1994. During

that period of time l have worked as a utilities rate analyst for both the

Arizona Corporation Commission ("ACC" or "Commission") and for RUCO.

I hold a Bachelor of Science degree in the field of finance from Arizona

State University and a Master of Business Administration degree, with an

emphasis in accounting, from the University of Phoenix. Appendix 1,

which is attached to this testimony, further describes my educational

background and also includes a list of the rate cases and regulatory

17 matters that I have been involved with.

18

19

20

21

22

What is the purpose of your testimony?

The purpose of my testimony is to present RUCO's policy positions in this

case and to provide recommendations that are based on my analysis of

Arizona-American Water Company Inc.'s ("Arizona-American" or "the

A.

Q.

A.

Q.

A.

Q.

1
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1 Company") revised application for a permanent rate increase

2 ("Application") for seven of the Company's water and wastewater districts.

3

4 Which water and wastewater districts are included in Arizona-American's

5 Application?

6 Arizona-American is seeking permanent rate increases for the Company's

7 Agua Fria, Havasu, Mohave, Paradise Valley, Sun City West, and Tubae

8 Water Districts, and the Company's Mohave Wastewater District. Arizona-

9 American filed the Application with the ACC on June 20, 2008. The

1 0 Company has chosen the calendar year ended December 31, 2007 for the

11 test year in this proceeding.

1 2

1 3 Briefly describe Arizona-American.

1 4 Arizona-American operates eleven water and wastewater systems in

1 5 Arizona. The Company is a subsidiary of American Water, a publicly

1 6 traded entity on the New York Stock Exchange, which is based in

1 7 Voorhees, New Jersey. According to information contained on American

1 8 Water's website American Water provides water and wastewater service

1 9 to customers in nineteen other states (including California, Hawaii and

2 0 New Mexico in the western U.S.) and three Canadian provinces.

2 1

1 http://www.amwater.com

Q .

A .

A.

Q .

2
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1 Is this your first case involving Arizona-American?

2 No. I have also testified, as a witness for RUCO, on cost of capital issues

3

4

in prior rate case proceedings for Arizona-American's Sun City and Sun

City West Wastewater Districts2. I also appeared as a witness in rate case

5 proceedings that involved the Company's Anthem/Agua Fria Water and

6
. . . . , 4

Wastewater Dlstrlcts3 as well as Arlzona-Amerlcan s Mohave and|

7 Paradise Valley Districts5. I also recommended, as a Senior Rate Analyst

8 on the ACC Staff, that the Commission reauthorize a revolving line of

9 credit for the Paradise Valley Water Districts. In addition to the rate

1 0 increase and financing proceedings cited above, I have also prepared

11 testimony in cases that involved a request for an arsenic cost recovery

1 2 surcharge for Arizona-American's Paradise Valley District. I further

1 3 testified on Arizona-American's request for an increase in hook-up fees to

1 4 fund the construction of the Company's White Tanks surface water

1 5 treatment facility ('White Tanks Plant"), for the Company's Agua Fria

1 6 Districts which is one of the issues in this proceeding.

1 7

1 8

2 Docket  No.  WS-01303A-06-0491

3 Docket  No.  WS-01303A-06-0403

4 Docket  No.  W-01303A-06-0014

5 Docket  No.  W-01303A-05-0405 et  a l .

6  Docket  No.  W-01335A-00-0327

7 Docket  No.  W-01303A-05-0718

A .

Q .

3
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1 Please explain your role in RUCO's analysis of Arizona-American's

2 Application .

3 I reviewed the testimony of Company witness Thomas M. Broderick and

4 other witnesses that provided testimony in this proceeding in order to

5 understand the impact that the Company's requests will have on

6 residential customers.

7

8 Were you responsible for conducting an analysis on the rate base,

9 required revenue and rate design issues associated with Arizona-

10 American's Application?

11 Only from a policy standpoint. The specific accounting adjustments which

12 support RUCO's rate base and revenue level recommendations will be

13 presented in the direct testimony of RUCO witnesses Timothy J. Coley

14 and Rodney L. Moore. During the evidentiary hearing, Mr. Coley will

15 testify on the rate base issues associated with the case and Mr. Moore will

16 testify on the required revenue issues. Mr. Moore will sponsor RUCO's

17 recommended rate design in his direct testimony to be filed later in this

18 proceeding and will also address the issue of rate consolidation.

19

20 Is RUCO presenting cost of capital testimony in this proceeding?

21 Yes. I have also filed, under separate cover, RUCO's recommendations

22 on the cost of capital issues associated with Arizona-American's

23 Application.

4

A.

Q.

A.

Q.

A.

Q.
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1 SUMMARY OF TESTIMONY AND RECOMMENDATIONS

2

3

4

5

Briefly summarize how your direct testimony is organized.

My direct testimony is organized into three sections. First, the introduction

I have just presented and second, the summary of my testimony that I am

about to give. Third, I will present the rationale and policy considerations

behind RUCO's recommendations on each of the issues that are6

7 summarized below.

8

9 Please summarize the recommendations on the issues that you will

10

11

address in your testimony.

Based on the results of RUCO's analysis of Arizona-American, I am

12 making the following recommendations:

13

14 Imputed AIAC -- I am recommending that the Commission adopt the

to

16

Company-proposed treatment of imputed advances-in-aid-of-construction

("AIAC").

17

18

19

White Tanks Plant CWIP.- l am recommending that the Commission deny

Arizona-American's request for rate base treatment of $25 million of

20 construction work in progress ("CWIP") associated with the Company's

21 White Tanks Plant.

22

Q.

A.

A.

Q.

5
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1 White Tanks Plant O&M Deferral Mechanism .- Consistent with RUCO's

2 recommendation to deny rate base treatment of CWIP associated with the

3 White Tanks Plant, I am also recommending that the Commission deny

4 the Company's request for an operations and maintenance ("O8<M") cost

5 deferral mechanism, which would be similar to the arsenic cost recovery

6 mechanism ("ACRM") that the Commission has approved in prior cases

7

8 White Tanks Plant Hook-up Fees - RUCO recommends that the

9

10

Company-proposed changes to the WHU-1 hook-up fees, that are funding

the White Tanks Plant, be rejected.

11

1 2 Tubae ACRM I am recommending that the Commission approve

13

14

15

Arizona-American's request for an actual ACRM that wil l allow the

Company to recover the costs associated with the removal of arsenic from

water being provided to customers in Arizona-American's Tubac Water

16 District.

17

18 Existing ACRM Surcharges .-- I am recommending that the Commission

19

20

2 1

approve Arizona-American's request to eliminate the existing ACRM

surcharges for the Company's Agua Fria, Havasu, Paradise Valley, and

Sun City West Water Districts upon the conclusion of this case and the

22 implementation of permanent rates.

23

6

Illlll
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1 Paradise Vallev Public Safetv Surcharqe - Based on the results of

2

3

RUCO's analysis, I am recommending that a public safety surcharge be

implemented to allow the Company to recover the financing costs

4

5

associated with fire flow prevention improvements that were approved by

the Commission in the prior proceeding on Arizona-American's Paradise

6 Valley Water District.

7

8

9

1 0

Paradise Vallev Svstem Benefits Surcharqe- I am recommending that the

Commission adopt the Company-proposed System Benefits Surcharge

which will contribute to water conservation efforts in the Paradise Valley

1 1 community.

1 2

1 3 Paradise Vallev CAP Surcharge Modifications -- RUCO has reviewed the

1 4 Company's testimony on this issue and is not making any recommended

1 5 changes to the existing Central Arizona Project ("CAP") surcharge at this

1 6 time.

1 7

1 8 Wishing Well Wastewater Treatment Facility .- Based on RUCO's

1 9 analysis, I am recommending that the Commission allow rate base

2 0

2 1

2 2

treatment of fifty percent of the costs associated with the facility. RUCO is

also recommending that the Company be permitted to defer any remaining

costs for consideration in a future rate case proceeding.

7
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1

2

3

Tank Maintenance .- I am recommending that the Commission adopt the

Company-proposed tank maintenance program which will establish a

reserve for the purpose of inspecting and maintaining water tanks

4 covering a ten-year cycle.

5

6

7

8

Fuel and Power Supplv Adjustment Mechanism .- I am recommending that

the Commission deny Arizona-American's request for a fuel and power

supply adjustment mechanism.

9

10 IMPUTED AIAC

11 Please provide a brief background on this issue.

12 This issue dates back to the transfer of Citizens Communications

13

14

Company's ("Citizens") water and wastewater assets to Arizona-American

during the 2000-2001 time frame,

15

16

17

18

Originally, the transfer of assets

between the two utilities was structured in such a way that Arizona-

American would not be acquiring the AlAC and contributions-in-aid-of-

construction ("ClAC") balances that Citizens had on its books and records.

Those balances, which were treated on Citizens' books as deductions

19 from rate base, totaled over $85 million in aggregate. The approval of the

20 transfer of assets as originally structured between Citizens and Arizona-

American would have resulted in immediate increases in the rate bases of21

22

23

the transferred systems and in higher rates to existing customers.

Because of the large detrimental effect of the transaction on ratepayers

A.

Q.

8
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1

2

and the potential for significant rate increases as a result of the transfer of

assets, RUCO did not believe the transaction was in the public interest.

3 Subsequently, the Commission approved a settlement agreement, which

was reached between ACC Staff and Arizona-American, that required the4

5 Company to impute both the AIAC and CIAC balances that existed at the

time the assets were transferred. Pursuant to Decision No. 63584, dated6

7

8

April 24, 2001, the imputed AIAC was to be amortized over a six-and-a-

half year period and the imputed CIAC was to be amortized over a ten

year period. In this manner, ratepayers were to be held harmless for the9

to loss of these funds in the transaction. The amortization of both the

11

12

13

imputed AIAC and CIAC began on January 15, 2002. The imputed AIAC

was fully amortized on July 14, 2008, approximately six-and-a-half months

after the 2007 test year ended in this proceeding.

14

15 What is Arizona-American seeking in regard to the imputed AIAC in this

16

18

proceeding?

Arizona-American is seeking Commission approval to recognize the full

amortization of the imputed AIAC given the fact that rates approved in this

19 proceeding will not go into effect until the later part of 2009. If the

20 Commission does not grant the Company's request, the remaining portion

21 of imputed AIAC, which was fully amortized outside of the 2007 test year,

22

23

will remain in the Company's new rates until Arizona-American files for

rates in a future proceeding.

9

17

Q.

A.



Direct Testimony of William A. Rigsby
Arizona-American Water Company
Docket No. W-01303A-08-0227
Docket No. SW-01303A-08-0227

1 What is RUCO's recommendation on this issue?

2 RUCO believes that the amortization of the imputed AIAC is a Known and

3 measureable post-test year event and is in agreement with the Company

4 on this issue. Given the fact that the imputed AIAC has been fully

5

6

amortized since July 14, of 2008, RUCO believes that the Commission

should approve the Company's request

7

8 WHITE TANKS PLANT CWIP

9

10

11

12

13

14

15

16

Please describe the White Tanks Plant that is an issue in this proceeding.

The White Tanks Plant is a surface water treatment facility located along

the Beardsley Canal in the northwest portion of the Salt River Valley. It

was originally planned to provide treated CAP water to future customers in

the Agua Fria Water District. In Decision No. 69914, dated September 27,

2007, the Commission approved, among other requests, an increase in

the Company's existing hook-up fees (which will be treated as CIAC when

the facility goes into service) to fund the construction of the White Tanks

17 Plant. The Commission also approved accounting treatments for certain

18 costs associated with the construction of the facility. Arizona-American

19 was also permitted to seek an adjustment of the aforementioned hook-up

fees in the instant case.20

21

22

23

A.

Q.

A.

Q.

10
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1 Did RUCO support the Company's requests that were approved in

Decision No. 6991472

3 Yes. RUCO supported the Company's requests in that particular

At that time RUCO believed that Arizona-Americen's4 proceeding.

5

6

7

8

requests were in line with the concept that future growth should pay for

itself and that existing ratepayers should be held harmless from the

demands that future development places on their water and wastewater

systems. Since the collected hook up-fees will be treated as CIAC, which

9 is a deduction from rate base when the facility is placed into service,

10 existing customers will not have to pay for the costs to construct the White

Tanks Plant in their rates.11

12

13 What is Arizona-American requesting in this case in regard to the White

14 Tanks Plant?

15 Arizona-American is requesting three things in regard to the White Tanks

16 Plant. First, the Company is seeking rate base treatment for $25 million in

17 CWIP associated with the White Tanks Plant. Second, Arizona-American

18

19

20

is requesting approval of an ACRM-like surcharge that will allow the

Company to recover twelve months of deferred O8<M expenses associated

with the White Tanks Plant which can also serve to recover capital costs

21 Third and last, Arizona-American is

23

once the facility is completed.

proposing certain accounting treatments for fees associated with the

White Tanks Plant. In conjunction with this proposal, the Company is

22

Q.

A.

Q.

A.

11
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1

2

3

seeking certain accounting treatments associated with allowance for funds

used during construction ("AFUDC"). I will address the last two items

separately from the Company's request to include CWIP in rate base.

4

5

6

7

8

9

1 0

Why is Arizona-American requesting that $25 million in CWIP associated

with the White Tanks Plant be given rate base treatment?

Arizona-American witness, Paul G. Towsley stated in his direct testimony

that the Company is not collecting enough funds through the Commission-

approved hook up fee as a resul t of the decl ine in new housing

construction that Arizona and other parts of the country are experiencing.

11 Mr. Towsley has stated that the Commission should approve the

1 2 Company's request based on groundwater conservation concerns. Mr.

1 3

1 4

1 5

1 6

1 7

Towsley is also advocating that existing ratepayers not only pay for

White Tanks Plant CWlP in rate base, but that they also pay for the costs

that exceed hook-up fee collections in future rates after the facility is

completed and booked as plant in service. Mr. Towsley is further asking

that the existing hook-up fee, which is scheduled to expire in 2015, be

extended to 2020.1 8

1 9

2 0 What is RUCO's position on Arizona-American's request to include $25

million in White Tanks Plant CWIP in rate base?2 1

2 2

2 3

RUCO is opposed to Arizona-American's request and recommends that

the Commission deny it.

1 2

Q .

A.

Q .

A .

al
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t Why is RUCO opposed to the Company's request to include $25 million in

White Tanks Plant CWIP in Rate Base?2

3

4

RUCO has consistently taken the position that CWIP fails the used and

useful standard which is the basis for allowing recovery of utility plant in

5 rates. RUCO does not believe that ratepayers should have to pay for

6

7

8

9

plant that is not fully functional and may possibly never be placed into

service. As I explained earlier, RUCO's past support for the White Tanks

Plant has been conditioned on the fact that existing ratepayers were not

going to have to pay for plant that was clearly intended for future

customers.1 0

1 1

1 2 Has the Commission taken a similar position on CWIP in the past?

1 3 Yes. With the exception of the Palo Verde Nuclear Generating Station

1 4

1 5

1 6

that was being built by Arizona Public Service Company in the late 1970's

and early 1Q80's, the Commission has to the best of my knowledge,

typically denied the inclusion of CWIP in rate base.

1 7

1 8

1 9

Does RUCO believe that the White Tanks Plant should be given the type

of rate base treatment that Mr. Towsley has advocated after the plant is

2 0

2 1

2 2

2 3

completed?

That is a matter to be addressed in a future proceeding. However RUCO

believes that if the final costs for the White Tanks Plant are not covered by

the hook-up fees that are to be treated as CIAC when the facility is booked

Q .

A .

Q .

A .

Q .

A .

1 3
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1

2

in the Company's plant-in-service account, a good argument could be

made that the uncovered portion of the costs should not be included in

3 rate base.

4

5

6

7

8

Does RUCO support the Company's request to extend the collection

period for the hook-up fees through 2020?

Yes, RUCO supports the Company's request and is not opposed to an

extension of the existing fees.

9

10 WHITE TANKS PLANT O&M DEFERRAL MECHANISM

11 Please explain the Company's request for a mechanism to recover

deferred O8¢M costs.12

13

14

15

According to the direct testimony of Mr. Thomas M. Broderick, the

Company is seeking an ACRM-like mechanism that will allow it to recover

both capital costs and twelve months of deferred O&M costs associated

with the White Tanks Plant when it goes into service after rates are16

17 established in the instant case.

18

19

20

What is RUCO's position on the Company's request?

Consistent with RUCO's recommendation to deny rate base treatment of

CWIP associated with the White Tanks Plant, RUCO believes that the21

22 Commission should deny the Company's request for an O8¢M cost deferral

23 mechanism.

14

Q.

A.

Q.

A.

Q.

A.

l l
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1 Why is RUCO opposed to the Company's request?

2 There are several reasons why RUCO has consistently opposed the use

3 of ACRM-like mechanisms. Adjustor mechanisms are extraordinary rate

4 recovery devices that are permitted for certain narrow circumstances. The

5 ACRM is a type of adjustor mechanism that was specifically designed to

6 address a one-time event that impacted dozens of Arizona water

7 companies simultaneously. The Company's costs for the White Tanks

8 Plant are not the type of costs for which an adjustor mechanism is

9 generally permitted, nor are they similar to the costs recovered through

10 the ACRM n

11

12 What was the original intent for the ACRM?

13 The original ACRM was approved by the Commission to give water

14 providers in Arizona the ability to recover the costs associated with

15 meeting the U.S. Environmental Protection Agency's ("EPA") revised

16 drinking water arsenic standard of 10 parts per billion. The EPA's

17 requirement that water providers comply with the more stringent standard

18 was in effect an unfunded mandate from the federal government. Multiple

19 Arizona water providers had no choice but to either comply with the EPA's

20 rule or face the consequences of being in violation of it. This being the

21 case, representatives from the state's investor owned water companies,

22 ACC Staff, and RUCO developed the present ACRM which allows water

23 utilities to comply with the new EPA standard through a surcharge that

15

A.

Q.

A.

Q.
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1

2

3

was established within the context of a rate case proceeding where a

constitutional finding of a utility's fair value has been established. The key

point here is that the EPA's revised arsenic standard represented an

4 extraordinary circumstance that neither Arizona's government, which

5 includes the Commission, or the state's water companies, either investor

6 owned or municipal, had any control over, and that would be impacting a

7 number of water utilities simultaneously.

8

9 Are there any similar mandates in regard to the construction of the White

Tanks Plant?10

11 No. There is no federal, or for that matter any other, mandates requiring

12

13

that Arizona-American be required to construct a surface water treatment

facility. Nor are there any other extraordinary circumstances that would

14 warrant the approval of an ACRM-like mechanism in this case. The

15

16

17

18

Commission has already gone to extraordinary lengths in allowing

Arizona-American to collect hook-up fees to fund construction, to delay the

recognition of CIAC until the facility is placed into service and to grant the

Company's requests for certain accounting treatments for the deferral of

19 costs. Under normal ratemaking procedures these types of costs would

20 not even be considered for recovery until the plant is placed into service

21 and is providing a benefit to ratepayers . For these reasons and the

22 reasons stated above, RUC() believes that the Company's request be

23 denied.

16

Q.

A.
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1 WHITE TANKS PLANT HOOK-UP FEES

2

3

What Is RUCO's position on the proposals that Mr. Broderick makes

regarding the WHU-1 hook-up fees that are funding the White Tanks

Plant?4

5

6 White Tanks Plant, I

7

8

9

10

Consistent with RUCO's two previous recommendations regarding the

am recommending that none of Mr. Broderick's

recommendations regarding the WHU-1 hook-up fee be adopted by the

Commission. RUCO further recommends that the Company continue to

adhere to the provisions of Decision No. 69914 in regard to matters

pertaining to the White Tanks Plant.

11

12 TUBAC ACRM

13

14

Does RUCO support Arizona-American's request for approval for an

ACRM for the Company's Tubae Water District?

15 Yes. RUCO would expect Arizona-American to file the same types of

16

17

Step-one and Step-two ACRM applications that it has for its other systems

in the past after the arsenic removal plant is placed into service and the

18 costs can be identified.

19

20

21

22

23

17

Q.

A.

Q.

A.

W
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1 Will RUCO take part in the review of the Company's ACRM filing for the

TubaeWater District?2

3 Yes. RUCO has reviewed all of the prior ACRM filings that resulted from

4 rate cases that RUCO has intervened in. The Tubae system will not be an

5 exception.

6

7 EXISTING ACRM SURCHARGES

8

g

Does RUCO support Arizona-American's request to eliminate existing

ACRM surcharges in several of the Company's water systems?

10 Yes. The ACRM was intended to allow utilities in Arizona to recover their

11

12

arsenic treatment costs through a temporary surcharge until new

permanent rates are established in a future rate case proceeding such as

this one.13

14

15

16

17

18

19

20

21

22

Please explain how the plant assets needed to remove arsenic and the

O8¢M expenses associated with the plant will be treated going forward?

In short, the costs associated with the arsenic plant will be recovered

through new permanent rates as opposed to being recovered through a

separate existing surcharge (i.e. the ACRM). The capital costs of arsenic

plant that is providing useful service to ratepayers will be included in rate

base and the Company will be able to earn a rate of return on them just as

they would with any other rate base item. The Company will also recover

1 8

Q .

A.

A.

Q.

Q.

A.
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1

2

the O8¢M expenses on a dollar for dollar basis in rates just as it would with

any other prudently incurred operating expense.

3

4

5

6

7 Yes .

8

Has RUCO made the necessary adjustments to rate base and operating

expenses to insure that the Company will recover arsenic recover costs in

rates going forward?

Both Mr. Coley and Mr. Moore have made the necessary

adjustments and the costs of arsenic removal for the affected systems will

9 be reflected in RUCO's recommended level of revenue.

10

11 PARADISE VALLEY PUBLIC SAFETY SURCHARGE

12

13

Please provide a brief background on this issue.

in a prior rate case proceeding during the 2005 2006 period, both

14

15

16

17

18

19

20

21

22

Arizona-American and the Town of Paradise Valley sought a public safety

surcharge for the purpose of funding upgraded fire flow improvements for

the Company's Paradise Valley Water District. During the proceeding,

RUCO opposed the Company's request on the grounds that the Company

was already meeting the Commission's minimum requirements for fire

protection and that the Company's request represented a discretionary

expenditure that should be rejected. RUCO argued at the time that the

project could be funded by lower cost sources of capital provided by the

Town of Paradise Valley that could be booked as ClAC.

Q.

A.

A.

Q.

19
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1

2

3

4

5

The Commission subsequently rejected RUCO's arguments and adopted

an ACC Staff modified version of Arizona-American's proposed rate

design which included a public safety surcharge and a high block usage

surcharge in Decision No. 68858, dated July 28, 2006.

Not long after the passage of Decision No. 88858, which also established

6

7

8

9

10

11

the present rates for the Paradise Val ley W ater Distr ict and the

aforementioned surcharges, both the ACC and RUCO began receiving

complaints from Paradise Valley customers who were experiencing rate

shock as a result of the high block usage surcharge which was used to

fund fire flow improvements (the public safety surcharge did not go into

effect until October 2007). After a number of filings which requested the

12 Commission to reconsider Decision No. 688588, the Commission voted to

13

14

reconsider the Decision for the limited purpose of reviewing the Rate

Design Agreement at a noticed ACC Staff meeting held on February 27,

15 2008.

16

17

18

19

On January 15, 2008, a rate design Agreement reached by Arizona-

American and signed by the Town of Paradise Valley and several resorts

and homeowners associations was filed with the Commission (neither

Arizona-American nor RUCO were signatories to the rate design

20 agreement).

21 During the proceeding on the rate design agreement, RUCO expressed a

number of concerns about the rate design agreement and eventually22

8 RUCO did not join in the request to reconsider the Decision.

20
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1

2

3

supported ACC Staff's recommendation to reduce the existing high block

usage surcharge from the original $2.15 per 1,000 gallons to the present

$1 .00 per 1,000 gallons.

RUCO also recommended that the Commission adopt ACC Staff's4

5

6

recommendation to eliminate the existing public safety surcharge until the

Commission has the opportunity to examine the fire flow issue in the

7 Company's next rate case proceeding. The Commission adopted ACC

Staff's recommendations in Decision No. 70488, dated September 38

9 2008.

10 At that time RUCO believed, as did ACC Staff, that a future rate case is

11

1 2

the better forum to make changes to the Company's existing rate design

for recovery of the fire flow costs. Furthermore, a rate case would provide

1 3

14

all of the concerned parties with the opportunity to examine this issue with

all of the other ratemaking elements that determine what just and

reasonable rates should be for the Paradise Valley ratepayers.15

1 6

1 7

1 8

1 9

Is RUCO still opposed to the fire flow improvement project?

RUCO still stands by its original argument that the fire flow improvement

project is discretionary in nature and that there are lower cost lower cost

20 methods than the one proffered by the Company and the Town of

2 1

22

Paradise Valley in the case. However that argument is behind us since

the Commission has approved the project. RUCO's role in this case is to

2 1

Q.

A.

ll
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1 recommend a mechanism that provides funding for the project that also

2 results in just and reasonable rates.

3

4

5

6

7

8

What is RUCO recommending?

RUCO is recommending that a monthly public safety surcharge be

implemented to fund the remaining portions of the fire flow improvement

project. The details on the surcharge will be presented in the rate design

testimony of RUCO witness Rodney Moore.

9

1 0

1 1

1 2

1 3

1 4

Briefly describe the public safety surcharge that RUCO is recommending.

RUCO is recommending that the monthly public safety surcharge be

comprised of a monthly minimum charge and a commodity charge in order

to insure that the Company receives a minimum level of revenue for the

project on a regular monthly basis regardless of consumption patterns.

1 5

1 6 What classes of customers would be subject to the publ ic safety

1 7

1 8

surcharge?

RUCO is recommending that all classes of customers be subject to the

1 9 monthly public safety surcharge.

2 0

2 1

2 2

A .

Q .

A .

Q .

A .

Q .

22
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1

2

3

4

5

6

isn't it true that RUCO was opposed to low usage customers being subject

to a fire flow surcharge during the rate design agreement proceeding?

Yes, however, as I noted earlier, the instant proceeding has provided

RUCO with the time to be able to analyze this issue more fully and while

RUCO certainly would have preferred not to apply any surcharge at all,

the Commission's prior decision and our analysis has unfortunately

7 eliminated that scenario as a viable option.

8

9 How will the public safety surcharge fund the remainder of the fire flow

10

11

project?

Based on information obtained from Mr. Broderick in telephone

12 conversations with RUCO witness Rodney Moore, Arizona-American

13

14

could finance the project with a bond issuance that could be repaid by the

recommended surcharge.

15

16

17 Yes.

18

19

20

21

Would the public safety surcharge be treated as revenue?

RUCO's recommended public safety surcharge could also be

adjusted to insure that the Company recovers both the principal and

interest components of the bond issuance. By financing the fire flow

improvements in this manner the ratepayers would not have to fund the

project with higher cost equity capital. The Company could earn a return

22 on the fire flow improvement assets as they are rate based in future

23 proceedings, however, RUCO would recommend that the bond used to

23

A.

Q.

A.

Q.

A.

Q.
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1

2

finance the fire flow improvements not be included in the Company's

capital structure. Furthermore, RUCO would also recommend that any

3 funds already collected through existing or suspended surcharges

4 continue to be treated as CIAC.

5

6

7

8

How long would the public safety surcharge be in place?

RUCO recommends that the surcharge be eliminated after the bond

matures. Under this scenario, both existing and future customers will pay

9 for fire flow improvements that will provide service to them.

10

11

12

Would RUCO's recommended public safety surcharge replace the existing

high block usage surcharge that is currently providing funding for the fire

13

14

flow improvements?

RUCO is recommending that the existing high block usageYes.

15 surcharge be eliminated.

16

17 PARADISE VALLEY SYSTEM BENEFITS SURCHARGE

18

19

20

What is the purpose of the Company-proposed Paradise Valley System

Benefits Surcharge?

The purpose of the system benefit surcharge is to fund conservation

21 oriented programs subject to Commission approval. According to the

22

23

Company, the surcharge would apply to high-end water users (i.e

consumption exceeding 125,001 gallons per month) and would be

24

A.

Q.

Q.

A.

A.

Q.
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t accounted for as revenue and would be trued-up in a future rate case for

2 any accumulated under- or over-spending.

3

4

5

Does RUCO support the Company-proposed Paradise Valley System

Benefits Surcharge?

6

7

8

9

10

Yes. RUCO is aware of landscape conversion programs and other types

of public awareness programs that could be funded by the Company-

proposed surcharge and believes that both the Company and ratepayers

can derive benefits from these types of programs. For this reason RUCO

recommends that the Commission should adopt the requested Paradise

11 Valley System Benefits Surcharge.

12

13 PARADISE VALLEY CAP SURCHARGE MODIFICATIONS

14

15

16 Yes.

Have you reviewed the testimony on the Company's Paradise Valley CAP

Surcharge?

I have reviewed the testimony of Company witness John C.

17 Lenderking. Mr. Lenderking explains in his testimony that Arizona-

18

19

20

21

American is no longer exchanging the Company's CAP water for Salt

River Project ("SRP") water to blend contaminated groundwater in the

Paradise Water District. This was a result of the Company's decision to

shut down the PCX-1 well which was the source of the contaminated

22 g you ndwater.

23

A.

A.

Q.

Q.

25
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1 How is Arizona-American currently utilizing the Company's CAP allocation

2

3

4

5

for the Paradise Valley District?

Mr. Lenderking stated in his testimony that since there is no need for the

SRP water in Paradise Valley, the Company is now storing its CAP water

with the Central Arizona Water Conservation District's ("CAWCD")

6

7

8

Tonopah Desert Recharge Project. Mr. Lenderking went on to state that

the cost for storing CAP water at a CAWCD facility is a lower $8.00 per

acre foot while the cost to exchange water with SRP is a higher $22.62

9 per acre foot. The present Paradise Valley CAP Surcharge recovers both

the SRP and CAP costs.10

11

12 Is RUCO recommending any changes to the existing Paradise Valley CAP

13

14

Surcharge?

Not at this time. However RUCO is in the process of conducting further

15 discovery on this matter and reserves the right to change its position

16 based on the results of its discovery efforts.

t7

18 WISHING WELL WASTEWATER TREATMENT FACILITY

19 Q.

20

21

What is the Wishing WellWastewater Treatment Facility?

The Wishing Well Wastewater Treatment Facil i ty is a wastewater

treatment plant that was built to provide service to customers in Arizona-

American's Mohave Wastewater District. Additional discussion on the22

Q.

A.

Q.

A.

A.

26
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1

2

facility is being presented in the direct testimony of RUCO witness

Timothy J. Coley.

3

4

5

Is Arizona-American seeking rate base treatment for the Wishing Well

Wastewater Treatment Facility?

6 Yes.

7

8

9

10

11

12

13

What is RUCO's position on including the Wishing Well Wastewater

Treatment Facility in rate base?

Based on its analysis of the facility and on data responses to the ACC

Staff engineer assigned to the case, RUCO is recommending that only fifty

percent of the costs associated with Wishing Well Wastewater Treatment

Facility should be given rate base treatment.

14

15

16

17

18

W hy is RUCO recommending that only f i f ty percent of the costs

associated with Wishing Well Wastewater Treatment Facility should be

given rate base treatment?

Based on the aforementioned data response to ACC Staff, it appears that

19

20

21

the facility is overbuilt and that fifty percent of it is excess capacity.

Because of this, RUCO believes that the Company should be permitted to

recover only half of the costs through rates from existing customers.

22

A.

A.

Q.

A.

Q.

Q.

27
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1

2

3

Will the Company be able to recover the remaining fifty percent in a future

rate case proceeding? ..

Yes, assuming that the plant is being fully utilized and is serving additional

customers in the Mohave Wastewater District.4

5

6

7

8

Is RUCO recommending an accounting treatment to defer unrecovered

costs associated with the unused portion of the facility?

Yes. RUCO is recommending that Arizona-American be permitted to book

9 any unrecovered costs, such as depreciation expense, in a deferral

10

11

12

account that would allow the Company to recover the costs in a future rate

case proceeding when the Wishing Well Wastewater Treatment Facility is

being fully utilized to provide service.

13

14 TANK MAINTENANCE

15 Briefly explain what Arizona-American is seeking in regards to tank

16 maintenance.

17 Arizona-American is seeking to establish a reserve that will provide the

18

19

20

21

22

Company with funds to inspect and maintain its water tanks over a ten-

year cycle. The Company has obtained proposals through a request for

proposals ("RFP") process to estimate what the costs will be to provide the

required maintenance and have Ievelized the estimates over a ten-year

period.

23

A.

Q.

A.

Q.

Q.

A.
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1

2

Has the Company contracted with any of the firms that provided estimates

through the RFP process?

3

4 were accepted.

No. Based on data responses from the Company, none of the proposals

However, any future imprudent or unreasonable

5

6

7

expenditure incurred by the Company in connection with the program

could certainly be addressed in a future rate case proceeding in order to

insure that ratepayers are not being overcharged for work that is not

8 needed .

9

10 Does RUCO support the Company's request for a tank maintenance

11 reserve?

12

13

14

15

16

17

Yes. At this point in time RUCO believes that the cost estimates obtained

from the RFP process are reasonable. RUCO also believes that

ratepayers will benefit from regular preventive maintenance and upkeep

on large plant assets such as water tanks. RUCO has supported similar

programs in the past such as one that Arizona Water Company has in

place.

18

19

20

21

22

23

Q.

A.

A.

Q.

29
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1 FUEL AND POWER SUPPLY ADJUSTMENT MECHANISM

2

3

Does RUCO support the Company's request for a fuel and power supply

adjustment mechanism?

4 No. Water providers have requested such mechanisms in the past and

5

6

the Commission has consistently rejected them. RUCO believes that the

Company's request in this case should be rejected also.

7

8 Does Arizona-American have such a mechanism in place for any of the

9

10

Company's systems?

No. Currently the Company does not have a fuel and power supply

11 adjustment mechanism.

12

13 What is the Company's rationale for a fuel and power supply adjustment

14 mechanism?

15

16

17

Company witness Sheryl L. Hubbard argues that such a mechanism

would shield the Company from electric and natural gas rate increases

and eliminate earnings erosion.

18

19

20

21

22

What criteria must a uti l i ty meet to warrant the authorization of an

automatic adjustor mechanism?

The Arizona Court of Appeals addressed the eligibility requirements of

automatic adjustment mechanisms in Scates v. Arizona Corporation

Commission. The court indicated that such mechanisms are restricted to23

Q.

A.

A.

Q.

Q.

A.

A.

Q.
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1 fluctuations in certain narrowly defined operating expenses. The Arizona

2 Corporation Commission also defined automatic adjustor mechanisms as

3 applying to expenses that routinely or widely fluctuate. The ACC stated

4 the following regarding automatic adjustor mechanisms:

5
6
7
8
9

10
11

The principal justification for a fuel adjustor is volatility in fuel
prices. A fuel adjustor allows the Commission to approve
changes in rates for a utility in response to volatile changes
in fuel or purchased power prices without having to conduct
a rate case. (Arizona Public Service Company, Decision No.
56450, at page 6, dated April 13, 1989)

12 Do you believe that the electric or natural gas rate increases that Ms.

Hubbard has cited meet the criteria stated above?13

14 No. Electric and natural gas increases are not extraordinary and virtually

15 all business and residential customers have to make allowances for them

16

17

18

in their budgets. The approval of such a mechanism in this case would

also provide a disincentive for the Company to control costs since it could

simply pass utility rate increases through to its captive customers.

19

20

21

22

23

Does your silence on any of the issues, matters or findings addressed in

the testimony of any of the witnesses for Arizona-American constitute your

acceptance of their positions on such issues, matters or findings?

No, it does not.

24

25 Does this conclude your testimony on Arizona-American?

26 Yes, it does.

Q.

A.

Q.

A.

A.

Q.

31



Appendix 1
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EDUCATION: University of Phoenix
Master of Business Administration, Emphasis in Accounting, 1993

Arizona State University
College of Business
Bachelor of Science, Finance, 1990

Mesa Community College
Associate of Applied Science, Banking and Finance, 1986

Society of Utility and Regulatory Financial Analysts
38th Annual Financial Forum and CRRA Examination
Georgetown University Conference Center, Washington D.C.
Awarded the Certified Rate of Return Analyst designation
after successfully completing SURFA's CRRA examination.

Michigan State University
institute of Public Utilities
N.A.R.U.C. Annual Regulatory Studies Program, 1997 8.1999

Florida State University
Center for Professional Development & Public Service
N.A.R.U.C. Annual Western Utility Rate School, 1996

EXPERIENCE: Public Utilities Analyst v
Residential Utility Consumer Office
Phoenix, Arizona
April 2001 -- Present

Senior Rate Analyst
Accounting 8¢ Rates - Financial Analysis Unit
Arizona Corporation Commission, Utilities Division
Phoenix, Arizona
Juiy 1999 - April 2001

Senior Rate Analyst
Residential Utility Consumer Office
Phoenix, Arizona
December 1997 - July 1999

Utilities Auditor ll and III
Accounting 8. Rates - Revenue Requirements Analysis Unit
Arizona Corporation Commission, Utilities Division
Phoenix, Arizona
October 1994 - November 1997

Tax Examiner Technician I / Revenue Auditor ll
Arizona Department of Revenue
Transaction Privilege / Corporate Income Tax Audit Units
Phoenix, Arizona
July 1991 - October 1994

1

lllllllllul HUH H u ll



Yu

Appendix 1

RESUME OF RATE CASE AND REGULATORY PARTICIPATION

Docket No.Utility Company

ICE Water Users Association U-2824-94-389

Type of Proceeding

Original CC&N

Rate IncreaseRincon Water Company U-1723-95-122

Ash Fork Development
Association, Inc. E-1004-95-124 Rate Increase

Parker Lakeview Estates
Homeowners Association, Inc. U-1853-95-328 Rate Increase

Mirabell Water Company, Inc. U-2368-95-449 Rate Increase

Bonita Creek Land and
Homeowner's Association U-2195-95-494 Rate Increase

Pineview Land &
Water Company U-1676-96-161 Rate Increase

Pineview Land 81
Water Company U-1676-96-352 Financing

Montezuma Estates
Property Owners Association U-2064-96-465 Rate Increase

Houghland Water Company U-2338-96-603 et al Rate Increase

Sunrise Vistas utilities
Company - Water Division U-2625-97-074 Rate Increase

Sunrise Vistas Utilities
Company - Sewer Division U-2625-97-075 Rate Increase

Holiday Enterprises, Inc.
db Holiday Water Company U-1896-97-302 Rate Increase

U~2373-97-499 Rate IncreaseGardener Water Company

Cienega Water Company W-2034-97-473 Rate Increase

Rincon Water Company w-1723-97-414
Financing/Auth .
To Issue Stock

w-01651 A-97-0539 et al Rate IncreaseVail Water Company

BermudaWater Company, Inc. W-01812A-98-0390 Rate Increase

Bella Vista Water Company W-02465A-98-0458 Rate Increase

Pima Utiiity Company SW-02199A-98-0578 Rate Increase

2



Appendix 1

RESUME OF RATE CASE AND REGULATORY PARTICIPATION (Cont.)

utility Company Docket No. Type of Proceeding

w-01676A-99-0261 WIFA Financing

W-02191A-99-0415

Pineview Water Company

I.M. Water Company, Inc.

Marina Water Service, Inc. W-01493A-99-0_98

Financing

WIFA Financing

Tonto Hills Utility Company W-02483A-99-0558 WIFA Financing

New Life Trust, inc.
db Dateland Utilities W-03537A-99-0530

GTE California, Inc. T-01954B-99-0511

Financing

Sale of Assets

Citizens Utilities Rural Company, Inc. T-01846B-99-0511 Sale of Assets

W-02113A-00-0233 ReorganizationMCO Properties, Inc.

American States Water Company w-02113A~00-0233

w-01303A-00-0327

Reorganization

FinancingArizona-American Water Company

Arizona Electric Power Cooperative E-01773A-00-0227 Financing

T-03777A-00-0575

W-0207/A-00-0482

Financing

WIFA Financing

360r\etworks (USA) Inc.

Beardsley Water Company, Inc.

Mirabell Water Company W-02368A_00-0461 WIFA Financing

Rio Verde Utilities, Inc. WS-02156A-00-0321 et al
Rate Increase/
Financing

W-01445A-00-0749 FinancingArizona Water Company

Loma Linda Estates, Inc. W-02211A-00-0975 Rate Increase

W-01445A~00-0_62 Rate IncreaseArizona Water Company

Mountain Pass Utility Company SW-03841A-01-0166 Financing

Picacho Sewer Company SW-03709A-01-0165 Financing

W-03528A-01-0169 Financing

W-03861 A~01 -0167 Financing

W-02025A~01 -0559 Rate Increase

Picacho Water Company

Ridgeview Utility Company

Green Valley Water Company

Bella Vista Water Company W-02465A_01-0776 Rate Increase

Arizona Water Company W-01445A~02-061 g Rate Increase

3
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Appendix 1

RESUME OF RATE CASE AND REGULATORY PARTICIPATION (Cont.)

Docket No.utility Company

Arizona-American Water Company W-01303A-02-0867 et al.

Type of Proceeding

Rate Increase

Arizona Public Service Company E-01345A-03-0437 Rate Increase

WS-02676A-03-0434 Rate Increase

T-01051 B-03-0454 Renewed Price Cap

W-02113A-04-0616 Rate Increase

Rio Rico Utilities, Inc.

Qwest Corporation

Chaparral City Water Company

Arizona Water Company W-01445A-04-0650 Rate Increase

Tucson Electric Power E-01933A-04-0408 Rate Review

G-01551A-04-0876 Rate Increase

W-01303A-05-0405 Rate Increase

SW-02351A-05-0657 Rate Increase

Southwest Gas Corporation

Arizona-American Water Company

Black Mountain Sewer Corporation

Far West Water & Sewer Company WS-03478A-05-0801 Rate Increase

SW-02519A-06-0015 Rate Increase

E-01345A-05-0816 Rate Increase

Gold Canyon Sewer Company

Arizona Public Service Company

Arizona-American Water Company W-01303A-06-0014 Rate Increase

Arizona-American Water Company W-01303A-05-0718 Transaction Approval

Arizona-American Water Company W-01303A-05-0405 ACRM Filing

G-04204A-06-0463 Rate IncreaseUNS Gas, Inc.

Arizona-American Water Company W-01303A-07-0209 Rate Increase

Tucson Electric Power E-01933A-07-0402 Rate Increase

G-01551A-07-0504 Rate Increase

W-021 13A-07-0551 Rate Increase

Southwest Gas Corporation

Chaparral City Water Company

Arizona Public Service Company E-01345A-08-0172 Rate Increase

4
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Surrebuttal Testimony of William A. Rigs by
Arizona-American Water Company
W~01303A-08-0227
SW-01303A-08-0227

1 INTRODUCTION

2 Please state your name, occupation, and business address

My name is William A. Rigsby. I am a Public Utilities Analyst V employed

by the Residential Utility Consumer Office ("RUCO") located at 1110 W

Washington, Suite 220, Phoenix, Arizona 85007

10

Please state the purpose of your surrebuttal testimony

The purpose of my testimony is to respond to Arizona-American Water

Company's ("Arizona-American" or "Company") rebuttal testimony on

RUCO's policy recommendations for the Company's water and

wastewater operations in Maricopa and Mohave Counties

Have you filed any prior testimony in this case on behalf of RUCO?

Yes, I filed two pieces of direct testimony on this case with the Arizona

Corporation Commission ("ACC" or "Commission") on January 9, 2009

My direct testimony addressed both the policy issues and the cost of

capital issues associated with Arizona-American's application requesting a

permanent rate increase ("Application") based on a test year ended

Q.

December 31, 2007 ("Test Year")
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1 Are you also filing surrebuttal testimony on the cost of capital issues

associated with this case?2

3 Yes. I have filed under separate cover, surrebuttal testimony on the cost

4 of capital issues associated with the case.

5

6

7

8

9

How is your policy surrebuttal testimony organized?

My policy surrebuttal testimony is organized into three sections. First, the

introduction I have just presented and second, the summary of my

testimony that I am about to give. Third, I will explain the positions that

RUCO and Arizona-American have taken on the various issues that were10

11 addressed in my direct testimony.

12

13 SUMMARY OF ARIZONA-AMERlCAN'S REBUTTAL TESTIMONY

14 Have you reviewed Arizona-American's rebuttal testimony?

15 Yes. ! have reviewed Arizona-American's rebuttal testimony filed on

16 February 12, 2009.

17

18 Please summarize Arizona-American's rebuttal positions on the issues

19

20

21

that were addressed in RUCO's direct testimony.

Arizona-American has adopted a number of the adjustments that were

presented in the direct testimony of RUCO witnesses Rodney L. Moore

22 and Timothy Coley. As can be seen in the rebuttal testimony of Company

2

A.

Q.

A.

Q.

A.

Q.

A.

Q.
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1

2

3

4

5

6

7

8

9 The

10

11

12

witness Sheryl L. Hubbard, Arizona-American has adopted, either partially

or in full, Mr. Moore's recommended operating expense adjustments on

labor expense, waste disposal expense, chemicals expense, management

fees, rate case expense and miscellaneous expense. in regard to rate

base adjustments, Company witness Linda J. Gutowski has accepted

several of Mr. Coley's recommended adjustments including projects that

were mistakenly included in the Company's Sun City West Water District

as opposed to the Agua Fria Water District, and the removal of post-test

year plant in the Company's Paradise Valley Water District.

unresolved operating expense and rate base adjustments between the

Company and RUCO will be discussed in detail in the surrebuttal

testimony of Mr. Moore and Mr. Coley.

13

14 IMPUTED AIAC

15

16

Are Arizona-American and RUCO in agreement on the issue of imputed

advances in aid of construction ("AiAC")'?

17 Yes. Arizona-American agrees with RUCO's position that the amortization

18

19

of the imputed AIAC is a known and measureable post-test year event and

that the Commission should adopt the Company-proposed treatment of

20 imputed AIAC.

21

22

Q.

A.

3
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1 WHITE TANKS PLANT CWIP

2 Have you reviewed Arizona-American's rebuttal testimony on the White

Tanks Plant?3

4

5

Yes. I have reviewed the rebuttal testimony of Company witnesses Paul

G. Towsley, Christopher C. Buts, Bradley J. Cole and Thomas M.

6 Broderick.

7

8

9

10

11

12

13

14

15

16

17

Has the testimony of the aforementioned Arizona-American witnesses

persuaded RUCO to change its position on the White Tanks Plant?

No. RUCO continues to recommend that the Commission reject the

Company's request to include $25 million of White Tanks Plant

construction work in progress ("CWlP") in rate base. As I stated in my

direct testimony, RUCO has consistently taken the position that CWIP fails

the used and useful standard which is the basis for allowing recovery of

utility plant in rates. In regard to the White Tanks plant specifically,

RUCO's past support for the White Tanks Plant has, and continues to be,

that existing ratepayers should not have to pay for plant that is clearly

intended for future customers.18

19

20

21

22

Q.

A.

A.

Q.

4

I
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1

2

The Company has stated in its rebuttal testimony that RUCO opposes its

request to extend the collection period for the hook-up fees through 2020,

is this correct?3

4

5

6

No. There appears to be some confusion on this point that I would like to

clear up. As I stated on page 14 of my direct testimony on policy issues,

RUCO supports the Company's request to extend the collection period for

7 the hook-up fees through 2020. However on page 17 of my direct

8

9

10

11

12

13

14

testimony on policy issues I also stated that none of Mr. Broderick's

recommendations regarding the WHU-1 hook-up fee be adopted by the

Commission and that the Company should continue to adhere to the

provisions of Decision No. 69914. What l should have said was that with

the exception of extending the collection period for the hook-up fees

through 2020, the Company should continue to adhere to the provisions of

Decision No. 69914 in regard to matters pertaining to the \lVhite Tanks

15 Plant. Hopefully this will resolve this point.

16

17

18

19

20

21

22

Q.

A.

5
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1 WHITE TANKS PLANT O&M DEFERRAL MECHANISM

2

3

Has RUCO changed its position on the Company's request for an adjustor

mechanism, similar to an arsenic cost recovery mechanism ("ACRM"), to

recover deferred O&M costs associated with the White Tanks Plant?4

5 No. For the reasons given in my direct testimony on policy issues, RUCO

6 still believes that the Commission should deny the Company's request for

an AcRM-like mechanism to recover O&M costs.7

8

g

10

11

12

13

14

15

16

Please respond to the Company's allegation that during the prior White

Tanks Plant financing application proceeding, RUCO supported Arizona-

American's request to seek a cost recovery mechanism in the next

permanent rate case.

RUCO's position during the White Tanks Plant financing application

proceeding was that Arizona-American can request whatever it wants to

request in its next permanent rate case proceeding. That did not mean

that RUCO would be in full support of whatever the Company would

17 request.

18

19 TUBAC ACRM

20

21

Does RUCO still support Arizona-American's request for an ACRM for the

Company's Tubae Water District?

22 Yes.

Q.

A.

Q.

A.

A.

Q.

6
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1

2

Does RUCO have any position on either the Central Plant or the Point-Of

Use options for removing arsenic from water in the Tubae Water District?

3 No. However, RUCO can see why the Company favors the less labor

4 intensive and less customer intrusive Central Plant option.

5

6

7

8

9

10

11

12

13

14

15

16

Is it RUCO's understanding that no final cost on arsenic removal plant for

the Tubac Water District will be established in this proceeding or that the

costs will be included in the rates established in this proceeding?

Yes. RUCO understands that no recovery of final costs will be determined

in this proceeding. Final costs will be determined later after the plant is

constructed and is providing service to ratepayers. The Company will

then apply for step-one and two ACRM surcharges, as it has in the past,

to recover its capital and O&M costs associated with the plant. As l stated

in my direct testimony, RUCO will take part in the review of the Company's

Tubae Water District ACRM filings as it has reviewed all of the prior ACRM

filings resulting from rate cases that RUCO has intervened in.

17

18 PARADISE VALLEY PUBLIC SAFETY SURCHARGE

19 What is the Company's rebuttal position on fire flow improvements in

20

21

Paradise Valley?

Company witness Broderick has testified that Arizona-American is

22

A.

Q.

A.

Q.

A.

Q.

withdrawing its request to re-establish the Paradise Valley Water District
7
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1

2

3

4

Public Safety Surcharge to fund its remaining discret ionary f ire-f low

projects. Mr. Broderick stated that the proceeds from the existing High

Block Usage Surcharge ,  wh ich  a re  be ing  t rea ted  as CIAC,  wi l l  be

adequate to recover the costs associated with both the init ial f ire f low

5 study that the Company conducted in the early stages of the project, and

6 the costs associated with the suspended Phase Cb fire flow project. Mr.

7

8

Broderick is proposing that the High Block usage Surcharge be eliminated

at the conclusion of this case and that the Public Safety Surcharge remain

9 at zero.

10

11

12

13

14

Is RUCO still recommending that the Commission adopt its recommended

monthly public safety surcharge?

No. On Friday, February 20, 2009, RUCO's Director, RUCO's Chief Legal

Counsel and I met with the Mayor of  the Town of  Paradise Valley, the

15

16

17

18

Town Attorney, the Town Manager, a member of the Town Council, and a

Parad ise  Va l ley res ident ,  who is  serv ing  on  the  c i t izen 's  adv isory

committee on fire flow issues, to discuss this matter. During the meeting,

the representatives f rom the Town of  Paradise Valley expressed their

19 desire to suspend any remaining fire flow improvement projects. As a

20 result of  this meeting, RUCO is withdrawing its recommended monthly

21 public safety surcharge and is recommending that the Commission adopt

22

A.

Q.

the Company's request to eliminate the High Block Usage Surcharge at

8
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1 the conclusion of this case and to leave the Public Safety Surcharge set at

2 zero.

3

4 PARADISE VALLEY SYSTEM BENEFITS SURCHARGE

5

6

7

8

9

10

t i

12

Does RUCO still support the Company-proposed Paradise Valley System

Benefits Surcharge?

Yes. As l stated in my direct testimony on policy issues, RUCO is aware

of landscape conversion programs and other types of public awareness

programs that could be funded by the Company-proposed surcharge and

believes that both the Company and ratepayers can derive benefits from

these types of programs. For this reason RUCO continues to recommend

that the Commission adopt the Company-requested Paradise Valley

13 System Benefits Surcharge.

14

15 PARADISE VALLEY CAP SURCHARGE MODIFICATIONS

16 is RUCO recommending any changes to the existing Paradise Valley CAP

17 Surcharge?

18 No.

19

20

21

22

A.

Q.

Q.

A.

9
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1 WISHING WELL WASTEWATER TREATMENT FACILITY

2

3

4

5

6

7

8

9

Has RUCO changed i ts posi t ion on including the Wishing Well

Wastewater Treatment Facility in rate base?

No. Based on RUCO's analysis of the facility and on data responses to

the ACC Staff engineer assigned to the case, RUCO believes that the

faci l i ty is overbui l t and that fi fty percent of i t is excess capacity.

Consequently, RUCO continues to recommend that only fifty percent of

the costs associated with Wishing Well Wastewater Treatment Facility

should be given rate base treatment.

10

11

12

13

Does RUCO still recommend that the Company be permitted to recover

the remaining fifty percent in a future rate case proceeding?

RUCO continues to recommend that Arizona-American beYes.

14

15

16

17

permitted to book any unrecovered costs, such as depreciation expense,

in a deferral account that would allow the Company to recover the costs in

a future rate case proceeding when the Wishing Well Wastewater

Treatment Facility is being fully utilized to provide service to ratepayers.

18

19

20

21

22

Q.

A.

Q.

A.

10
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1 TANK MAINTENANCE

2 Has the Company made changes to its request for a tank maintenance

3 program?

Yes.4 The Company has revised its request for a tank maintenance

5 program and has updated its cost estimates.

6

7 Does RUCO support the Company's revised request for a tank

maintenance reserve?8

9 Yes.

10

11

12

13

14

15

RUCO witness Moore has updated his operating expense

recommendations to reflect the Company-proposed changes. RUCO

continues to believe that ratepayers will benefit from regular preventive

maintenance and upkeep on large plant assets such as water tanks and

that any imprudent or unreasonable expenditure incurred by the Company

in connection with the program can be addressed in future rate cases in

order to insure that ratepayers are not being overcharged for work that is

16 not needed.

17

18 FUEL AND POWER SUPPLY ADJUSTMENT MECHANISM

19 Is the Company sti l l  seeking a fuel and power supply adjustment

mechanism?20

21 Yes.

22

A.

Q.

Q.

A.

A.

Q.

11
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1

2

3

4

Has RUCO changed its position on the Company's request for a fuel and

power supply adjustment mechanism?

No. For all of the reasons presented in my direct testimony on policy

issues, RUCO continues to recommend that the Commission reject the

5 Company's request for a fuel and power supply adjustor mechanism.

6

7

8

9

Does your silence on any of the issues, matters or findings addressed in

the rebuttal testimony of any of the witnesses for Arizona-American

constitute your acceptance of their positions on such issues, matters or

10

11

findings?

No, it does not.

12

13 Does this conclude your surrebuttal testimony on Arizona-American?

14 Yes, it does.

12

A.

A.

A.

Q.

Q.

Q.

M



Item Description Cost
1 Installation of Arsenic Removal Vessels $ 965,000.00
2 12-in Transmission Line 465,000.00$
3 1Consulting Engineering $ 245,000.00
4 Az-Am Interne! Costs - AFUDC, Labor, Overhead, Labor Overhead 326,000.00$
5 Construction Contingencies 300,000.00$

EXHIBIT

G M l
ital

Tubae Arsenic Removal Cost Breakdown
2/2/2009

Total $ 2,301,000.00

l l all I
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Part 1 BACKGROUND AND INTRODUCTION

INTRODUCTION

Please state your name, occupation and business address.

Have you previously testified before this Commission?

1

2

3 1.1

4 Q.

5 A. My name is Peyton Marshall Magruder, Jr. I am a customer and ratepayer for Arizona-

6 American Water Company, a public service company that serves the Tubac Water District, where l

7 been active in various community projects including the Tubae Community Center Foundation.

8 l have several part-time jobs including as a Senior Scientist and Information Systems

9 Architect for Integrated Systems Improvement Services (ISIS), Inc. in Sierra Vista, Arizona, with

10 work involving information warfare, systems architectures, electronic and communications

11 intelligence systems test plans, information assurance, and information technology services. I am

12 Systems Engineerand Training Systems consultant for Imagine CBT, Inc., at Raytheon Naval and

13 Maritime Systems in San Diego with engineering work involving US and Royal Navy aircraft carrier

14 and amphibious warfare ship's command, control, communications, computers, intelligence,

15 surveillance and reconnaissance (C4lsR) systems, and training systems.

16 In early 2008 l assisted in preparation of a proposal to the Department of Homeland Security

17 involving creating a National Training Center for the US Border Patrol in Dallas, Texas, and training

18 person operating and maintaining the Secure Border initiative (SBI) Program's "Virtual Fence",

19 initially in the Tucson Sector where over 50% of both drug and undocumented aliens enter the U.S.

20 l also work as a Senior Tax Advisor Level 3 for H&R Block in Tucson, several days a week.

21 I retired from Raytheon/Hughes Aircraft Company as a Senior Systems Engineer after nearly

22 18 years and am a retired Naval Officer with over 25 years service. Please see Attachment A for

23 additional work experience descriptions.

24 As an instructor in the University of Phoenix MBA programs, I have taught courses on

25 Operations Management for Total Quality and Managing R&D and Innovation Processes. l am

26 preparing a course curriculum on the DoD architecture framework systems engineering process.

27 In addition, I am the Vice President of the Martin B-26 Marauder Historical Society and am

28 the Fund Raising Chairman for an ongoing five million dollar "Lasting Legacy" fund drive to endow

29 the MHS Marauder International Archives and restoration of a B-26 Marauder at the Pima Air and

30 Space Museum/Arizona Aerospace Foundation, in Tucson.

31 My office and home address is PO Box 1267, Tubac, Arizona, 85646.

32
33 Q.

34 A.
35

Yes, including several appearances in the following:

a. Arizona Power Plant and Transmission Line Siting Case No. 111 (TEP'CEC Application),
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b. ACC Docket No. E-01032C-00_0951, the Citizens Purchase Power and Fuel Adjustment

Clause (PPFAC) hearings,

c. ACC Docket Nos. E-01033A/E-01032C/ and G-01032C-02-0914, the UniSource-Citizens

Acquisition hearings,

d. ACC Docket No. E-04230_03-0933, the UniSource-Sahuaro Acquisition hearings,

e. Acc Docket No. E-01032A-99-0401, Service Quality issues, analysis of transmission

alternatives and proposed plan of action in Santa Cruz County, reopened in 2005,

f. ACC Docket No. G-04204A-06-0463, a UNS Gas Rate Case,

g. ACC Docket No. E-04204A-06-0783 a UNS Electric Rate Case, and

h. ACC Open Meetings including gas line safety hearings and various workshops.

in cases a to g, above I filed testimony and made appearances.

Q. What is your educational background and technical society memberships?

My latest degree is a Master of Science in System Management (MSSM) with majors in

human factors and R&D from the University of Southern California with "A" in every course. The first

graduate degree was awarded by the Naval Postgraduate School, Monterey, California, in Physical

Oceanography, the study of the physics of the ocean with several electrical engineering (EE)

courses involving underwater acoustics. in addition, advanced graduate-level EE courses at the

University of Rhode island involving acoustic array design, electronic beam forming and steering

have been taken. Initially, a Bachelor of Science Degree and Commission in the United States Navy

was awarded by the United States Naval Academy with extra courses in Operations

Research/Analysis and the History of Russian Naval Tactics. I have been a member of the American

Society of Naval Engineers, the premier naval shipbuilding organization. I am a life member of the

Naval Academy Alumni Association, the Navy League, and the Naval Surface Warfare Association

and a member of the Armed Forces Communications-Electronics Association (AFCEA) and the

Naval Submarine League. l have taken many additional courses included in Attachment A.

1
2
3
4
5
6
7
8
9

10
11
12
13
14 A.

15
16
17
18
19
20
21
22
23
24
25
28
27
28
29
30
31
32
33
34
35

Q.

A. This is the engineer who coordinates, plans, schedules, integrates, and manages engineers

of various other disciplines. The Systems Engineer is the technical lead or technical director for a

reasonable sized project who determines the customer's need and analyzes the requirements,

usually writes the system and subsystem specifications, prepares and makes important trade-off

technical decisions, manages the entire system development process and leads the system and

subsystem tests to ensure the product (e.g., the system) accomplishes the customer's requirements

and satisfies the need and requirements. The integration and synthesis of discipline uses inputs

from mechanical, electrical, civil, safety, human factors, integrated logistics, maintenance, reliability,

Could you explain what you do as a Systems Engineer?

Direct Testimony (Issues) by Marshall Magruder for Docket Nos. W-01303A-08-0227 and SW-01303A-08-0227
Marshall Magruder page 6 of 31 9 January 2009



9

1.2 PURPOSE OF TESTIMONY

Q. what is the purpose of this testimony in this proceeding?

A.

Q. Are you being employed or paid by any one for your testimony in this proceeding?

A.

1 operator and maintenance training development, aerospace, acoustic, computer systems, software,

2 hardware, structural, reliability, production, test and test equipment engineers and other specialist

3 disciplines are the primary roles for a systems engineer. System Engineering tasks usually involve

4 developing the system architecture, evaluating the design, performing trade-studies, determining

5 performance criteria, continually updating design characteristics, managing cost-schedule-

6 performance risks, estimating costs, and tracking and monitoring all systems tasks assigned. The

7 Systems Engineer ensures adequate parts are ordered and spares built, oversees the assembly

8 process, develops and manages unit and system tests, ensures the product is properly packaged,

9 transported, delivered, with appropriate operational and logistics support, training and both

10 preventative and corrective maintenance planning established to ensure the customer receives a

11 quality product, on-time, within-budget and achieves all performance criteria. As the Systems

12 Engineer for dozens of very different and diverse projects summarized in Appendix A. The Tubac

13 water system is a rather simple, straightforward system, compared to these more complex ones.

14 How long have you been interested in the matter in this hearing?

15 . A. I appeared before the Commission's Public Comments session during the last AAWC rate

16 case and presented a paper concerning rate structure, attached as Appendix B, Exhibits, Exhibit

17 MM-1, at that time. Other than the actual approved rate increased in that case, these comments,

18 especially involving the magnitude of proposed rates in the previous case and in this case are

19 extreme. In general, my interest in these maters will continue looking at viable alternatives and

20 efficiencies to reduce the overall rate impacts. As shown in Exhibit MM-1, conservation measures

21 should be used at a primary component for rate design.Conservation of our surface and ground

22 water is critical for human survival in Arizona.

23

24

25
26 The purpose of this testimony is to present several issues that are important for the Tubac

27 Water District, and in most cases, for all AAWC Water Districts. The following issues are discussed

28 in this testimony. These are presented in Part ll that follows.

29
30 No. l am doing this as a service to my community,, without compensation.

Si Q.

32 A. There are some individuals in Tubac who have expressed interest in participating with me. I

33 would like to retain the option to include their pre-filed testimony or oral testimony as witness when l

34 present my case. During the pre-hearing Procedural Conference, I will make this clear to all parties.

35

Will you have any witnesses on your behalf?

Q.

Direct Testimony (Issues) by Marshall Magruder for Docket Nos. W-01303A-08-0227 and SW-01303A-08-0227
Marshall Magruder page 7 of 31 9 January 2009



I

Part 2 ISSUES IN THIS TESTIMONY

2.0 SUMMARY OF ISSUES.

2.1 ISSUE (Rate Design) No. 1.

SHOULD THE GOAL OF WATER VOLUME RATES BE DESIGNED TO

ENCOURAGE WATER CONSERVATION?

1

2
3 .

4 This Testimony is submitted according to the second Rate Case Procedural Order of 8 August 2008.

5 As required by the Rate Case Procedural Order, the scope of Part I of my testimony covers various

6 "issues". The following are issues identified to date for these proceedings:

7 Issue (Rate Design) No. 1. Should the goal of water conservation significantly drive water

8 volumetric rates by increasing the cost of water significantly as consumption increases?

9 Issue (Rate Design) No. 2. Should future capital expenses for the Tubae Arsenic Treatment

10 Plant be considered in this proceeding?

11 Issue (Rate Design) No. 3. Should all AAWC Water Districts be consolidated?

12 Issue (Cost) No. 4. Should ratepayers fund pre-hearing AAWC witness training?

13 At present, no issues for AAWC Sewage Water Districts are included in this testimony.

t4

15

16

17

18

19 Q.

20 A. The Tubac Water District is located within the ADWR Santa Cruz Active Management Area

21 (SCAMA) that has two unique management goals established when the Arizona State Legislature

22 created it. These SCAMA goals include:

23 a. Maintaining sustainability

24 b. No changes in water table

25 Maintaining Sustainabilitv.

26 The SCAMA is the only Water Management Area that is presently sustaining its ground water

27 in Arizona. As stated in the 2005 Santa Cruz County Comprehensive Plan, see Exhibit MM-3, when

28 the total population in the Upper Santa Cruz River Watershed in the SCAMA adds approximately

29 31 ,000 people over the 2004 population, subdivisions will not be issued Assured Water Supply

30 (AWS) certifications. Water use in the SCAMA is not permitted to become unsustainable. Thus,

31 protection of our "ground" water is critical. An important component is for water companies to

32 cooperate and collaborate in this matter. AAWC TubacWater District has AWS certifications for all

33 its present customers, but if additional development occurs, eventually, AWS certifications will not be

34 available. This is unlike the other AMA, such as Tucson, Phoenix or Prescott, as they aren't required

35

Why do you consider water conservation critical?
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to be sustainable until 2025, and reaching that goal is beyond the anticipated tenure of today's

politicians. SCAMA must retain sustainability.

No Changes in the Water Table.

The "rule" for meeting this goal is being submitted to the Arizona Attorney General by ADWR.

In general, SCAMA does not have an aquifer like most other AMAs, but has about six identified

"micro-basins" that fill and drain, as underground water flows form the southern Mexican border to

the boundary of the Pima AMA, several miles north of the Santa Cruz-Pima County line. The

SCAMA must continue to provide its normal water volume to the Tucson aquifer, at this boundary,

which has been described as sort of a Niagara waterfall from our shallow micro-basins. In each

micro-basin, also described as underground pools of water with small waterfalls from one basin to

the next, the water table will increase and decrease significantly between one rainstorm and the

next. Some "pools" will change from an empty to full state and overflow into the next pool. This

causes variations in the depth of water in wells that have been measured over many decades. The

proposed rule is to use the standard deviation of these well water depths, using a 100-year Monte

Carlo model, to determine impacts of new water users on the system before granting AWC

certifications.

How can AAWC Tubac Water District participate with SCAMA's goals?

A.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17
18 Q.

19 If a rate structure was implemented in which the cost per 1000 gallons significantly increased

20 as water use increased, customers would have a financial incentive to conserve and average

21 household use would decline. The present structure very slightly increases the cost per 1,000

22 gallons only Moderately, and thus does not sufficiently encourage users to reduce consumption.

23 Thus a complete restructure of rates is required to effectively use price signals to encourage

24 conservation. Minor changes will not make water conservation a rate-driver.

25

26

27

28

29

30

31

32

33

34

35

Q.

A. Yes. Adjacent to the Tubac Water District has a rate structure shown in Exhibit MM-2 in

Appendix B. The rates in this water company increase significantly, by 500%, from lower water

monthly water usage. When compared, in Exhibit MM-2, Table 1 (copied below), at highest water

usage of 20,000 gallons, the monthly volumetric bill will be over 400% than the present rates and

over 200% higher than even the proposed volumetric charge. With this approach, the "price signals"

must be noted and water conservation observed by these customers. This comparison does not

include the proposed basic charge or the proposed Arsenic Cost Recovery .Surcharges (basic and

volumetric) for the rates shown in Exhibit Mm-2 Table 1 below.

Do you know where increasing costs per 1,000 is being implemented for this purpose?
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Monthly Water Usage AAWC-Tubac Water District
ASPOAlPresent Proposed

$10.41 $19.97
I
I5,000 gallons

10,000 gallons
15,000 gallons

$24.66 $44.22 $64.00
$38.91 $68.47 $114.00

20,000 gallons $53.16 $92.72 $214.00
Service Charge

Basic Service $19.58 $3250 $20.00I
Arsenic Cost Recovery Surcharge ACRS

Basic ACRS Charge l $0,00 $25.98/month
l $0.00Volumetric ACRS Charge $3.14/1000 gallons

Monthly Water Usage

$30.09 $94.155,000 gallons
10,000 gallons $44 I 34 $134.10
15,000 gallons $58.59 $174.05
20,000 gallons $72.84 $214.00

AAWC-Tubac Water District
Present Proposed

ASPOA

$40.00
$104.00
$134.00
$234.00

Table 1 - Rate Comparison of Monthly %-inch Residential Rates at Various Volume Levels
for AAWC-Tubac Water District and ASPOA, Basic Service Charge and

Arsenic Cost Recovery Surcharges (ACRS) [from Exhibit MM-2]

$20.00

Q. What happens when the Service Charge and Arsenic Cost Recovery Surcharges are in

a typical monthly bill?

As shown in Table 2 of Magruder Exhibit MM-2, total monthly bills are compared, including all

water delivery charges (copied below).

Table 2 - Total Monthly Bill Comparisons between SA-inch Residential Rates
for AAWC Water District and ASPOA [from Exhibit MM-2]

Q. What is your conclusion about water conservation impacts on rates?

A. With monthly bills in Table 2, the significant changes will drive water conservation, the

rationale of using increasing block structure rate designs. The virtually flat- block structure proposed

will not produce water conservation. An increasing block structure with significant rate changes is an

important element in conserving water and is recommended.

Q. Will you provide the rate structure costs when submitting your rate structure

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

Testimony?

A. No. On 17 December 2008, the company informed all parties it would provide its spreadsheet

program to the parties on 9 February with its Rebuttal.1 The rate structure proposals are due 20

January. It will not be possible to determine options for rate structures until after 9 February 2009.

1 AAWC letter to Parties of the Docket, "Rate Consolidations" filed 17 December 2008.

A.
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ISSUE (Rate Design) No. 2.

SHOULD ANY FUTURE CAPITAL EXPENSES FOR THE TUBAC ARSENIC

TREATEMENT PLANT BE CONSIDERED IN THIS RATE CASE?

2.2

Why do you oppose including the Tubac Arsenic Treatment Plant costs in this case?

First, the recent quarterly average Arsenic levels have decreased significantly since the one

case at 36 ppb cited in this summer's EPA letter of July 2008. The company reported to all Tubae

District ratepayers average quarterly readings as follows:

1

2

3

4

5 Q.

5 A. There are several reasons.

7

8

9

10

11

12 Based on this data, it should be possible for the company to request a review of the EPA's denial of

13 a three-year extension for compliance as these results are considerably below the 35 ppb maximum

14 required by the EPA.
15 Second, this plant has not had its design presented to local ratepayers, and discussed in

16 terms of its features, benefits, costs, and architectural landscaping needs that might have

17 environmental impacts. AAWC has promised it would let us know this kind of information before it

18 when forward.

19 Third, this construction project has not yet started, and obviously is well outside the "test

20 year" thus, should not be qualified for rate base treatment.

21 Fourth, Mr. Broderick's Testimony of 20 July 2008, on page 25 stated "a developer will

22 contribute approximately $1 million toward the facility." In response to a data requests, it was found

23 that no agreement exists with this developer, that will also solve this "developer's fire flow pumping

24 and water storage requirements" that is obviously independent of the arsenic removal process for

25 drinking water. The AAWC response further describes the developer's "nearing completion of a

26 water master plan and cost analysis to evaluate their various alternatives to provide required

27 pumping and storage. Once an alternative is chosen, an agreement will be pursued between

28 parties." And the AAWC response also stated, "No agreement exists at this time, and one may be

29 not finalized by the time of the hearing."

30 Fifth, the costs for this facility are all outside the Test Year, thus the "used and useful"

31 assessment cannot be made.

32 Based on these five factors:
33

34

35 2

Quarter
3rd of 2008
4th of 2008

Average Arsenic Reading
24 ppb
25 ppb

See Exhibit MM-4 in Appendix B for Magruder Data Request MM 1-5. All quotes in this issue are from that
Data Request.
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

(1) Unsure of future arsenic impact and requirements with EPA,

(2) Facility design has not been made public and appears to be incomplete,

(3) Project not yet started construction,

(4) Unknown developer agreements and an "approximate" $1 million contribution toward the

cost of the Arsenic Treatment Facility, and

(5) Expenses are outside the Test Year, have not met the required "Prudency" or "Used and

Useful" assessments, that can not now be completed by the ACC Staff, as required,

before capital costs for the Tubac Arsenic Treatment Facility are included in rates.

A it is clear that both adequate and reliable information is not available to make any

determinations impacting fair and reasonable rates.

Conclusion. A prudent decision concerning a Tubac Arsenic Treatment Facility cannot be

made before these proceedings have been completed.

Recommendations. That no expenses for an Arsenic Treatment Facility for the Tubac Water

District and that implementation of any ACRM stages or costs be considered in these proceedings

but in another proceeding when the supporting facts are known and reviewed .
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20,000
$20.00

$400,000

500
$40.00
$20,000

1. Number of customers
2. Service Charge
3. Monthly Revenue (1 x 2)

Consolidated
20,500

$20.48

4. Number of customers (1 a + lb)
5. Service Charge [(pa + Cb)/ (la + 1 b)]

= $420,000/20,500

In this example, consolidating increased the Large District's rate by $0.48 and reduced the Tubac

District rate by $19.52. Now, is consolidating "fair and reasonable" or not? In my opinion, is fair and

reasonable. In addition to "cost of service" example, the same impacts would apply for the water

volume rates.

Due to fundamental differences between water and waste water districts, it appears

reasonable for the latter waste water companies to be consolidated but separately from the water

companies.

In the recent UNS Electric rate case, the Mohave and Santa Cruz County residential and

small commercial rates were consolidated. The smaller Santa Cruz County saw an 8% reduction in

small business rates while Mohave County rates increased about 2% based just on consolidating.

This was the only electric company that had dissimilar rates for two different areas in Arizona.

Conclusion, consolidation benefits all customers.

Recommendation, after "wargaming" the AAWC spreadsheets, it is highly probably this will

be confirmed in this party's Surrebuttal Testimony.
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2.3 RATE DESIGN ISSUE (Rate Design) No.

SHOULD ALL AAWC WATER DISTRICTS BE CONSOLIDATED?

Q. What are the possible benefits if the AAWC Water Districts rate were consolidated?

A.

1

2

3

4
5 There are several, including reduced administrative costs, fewer "rates" to manage and file

6 tariffs, better AAWC management focus on each rate category, equalization of disparities between

7 different water districts, and fewer rate cases with considerable cost savings.

8 There are too many different tariffs used by the company to manage effectively. With fewer

9 rate tariffs, the company will be able to focus on the remaining rate categories and better serve its

10 customers. One--time costs for smaller districts would be absorbed in larger customer districts with

11 much less impact than the same one-time cost for a smaller district. There would be one rate case

12 for the six water districts instead of six separate cases. Additional workloads for the company, RUCO

13 and ACC Staff would be avoided if only one rate case was being filed.

14 An example of equalization of disparities between different water divisions, assume the

15 following two water districts, using hypothetical numbers to show effects of consolidation:

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

I

Factor Tubae District (a)

3.

Large District (bl
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2.4 IssuE (Cost No. 1).

SHOULD RATEPAYERS FUND PRE-HEARING AAWC WITNESS TRAINING?

Q. What has AAWC claimed as necessary "rate case costs" that appear unreasonable?

A. Mr. Broderick's Testimony of 20 July 2008, in Exhibit TMB-3 on page 1, shows a rate case

expense of $10,000 for "Witness Training." In response to a Data Request, AAWC provided

information that the goals for this "witness training" are to "enable a Company employee to

understand the basics of testifying before the ACC."3 These Company employees are those who

have submitted direct, rebuttal or rejoinder testimony. The justification for these expenses is to train

these witnesses to "answer questions accurately, truthfully, and concisely" which will "benefit the rate

payers who ultimately pay the costs for Company attorney(s), transcripts, briefs, and, perhaps their

own attorney(s) if they are part of an intervention."

In my opinion, the pre-filed testimonies also have to include answers that are accurate,

truthful and concise. Thus, thus there appears to be a conflict in these statements, or maybe this

training for senior management of AAWC, all of whom appear to have been before the Commission

before, is more to coach or to agree upon what and what not to say. implications of such practices

are that unethical collaboration between witnesses maybe construed. Even though the company did

not state this happened, an appearance of coaching and collaboration is there.

As a ratepayer, l strongly feel that this is a company expense and is more to protect their

prior statements or oral statements on the stand, than it is to reduce attorney fees of the company or

any other party.

Conclusion. There is no evidence to support funding this expense by the ratepayers.

Recommendation. That all "Witness Training" expenses as a rate case expense be removed

from any consideration in this proceeding.
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Appendix A

Resume of Marshall Magruder

EDUCATION

MS in Systems Management, University of Southern California (1981), MS in Physical Oceanography, Naval
Postgraduate School (1970, BS, US Naval Academy (1962)

EXPERIENCE

Over 23 years as Senior Systems Engineer as an associated contractor, consultant, Raytheon-Hughes in
systems engineering, training and naval systems, simulation and modeling in C4l, total over 40 years experience
with over 20 years of service with the US Navy

Large-system development at all levels
From pursuit, analysis, winning strategy, Request for Proposal (RFP) evaluation, proposal management,

system requirements analysis, architectures, specifications, design synthesis, trade-off studies,
requirements allocation tracking,

To system, level test planning, deployment, implementation, through sign-off,
For technical systems of all complexities.

Developed Antisubmarine Warfare (ASW), Electronic Warfare (EW), Command, Control, Communications,
Computers, Intelligence, Surveillance, and Reconnaissance (C4lsR) operational concepts. procedures. and
tactical employment.

Used, operated, and planned Navy, Army, Air Force, Coast Guard, Joint systems, world-wide.

Coordinated multi-platform employment from sensor to tactical platform to Battle Force to Theater levels .

• Qualified systems engineer manager for trainers, artillery, Command and Control (C2), countermeasures,
for any platform .

Specialties: environmental analysis, documentation, sensor/weapon predictions, C4ISR, Electromagnetic
and Emission Control (EMCON) decision criteria.

Battle Force/Group Tactical Action Officer (TAO) on 8 aircraft carriers, TAO Instructor, 20 months combat
expedience.

RECENT (ImagineCBT, ISIS, Raytheon, Hughes, and other) POSITIONS

C4l Architect and C4l Support Plan Lead for the Carrier for the 21 st Century (CVX) Delivery Task.
Completed CVX C4/ Support Plan, v1.0, Joint Operational Architecture development for Joint and Naval staff
space allocations for CVX (1999) and Joint Command and Control (JCC) ship (2002).

- Drafted CVN 77 Electronics System Integrator (ESI) Statement of Work (80W) for WBS Group 400 tasks and
ITs (1999), IntegratedManagement Plan, Royal Navy Future Aircraft Carrier WBS proposal (2002)
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Lead Systems Engineer, Operations Analyst and Site Survey Leader for Saudi Arabian Minister of Defense
National Operational Command Centers and C4l System (completed August 1997).

- Completed System Specification System Description Document, Site Survey, Interface Requirements
Documents

Proposal Technical Volume Manager for the f lowing winning proposals:
- Vessel Traffic Service 2000 system, US Coast Guard command center for surface surveillance using radar,

visual, communications links. (proposal evaluated A++, won Phase I, Phase ll delayed then restructured)
- Anti-submarine Warfare Team Trainer (Device 20A66), an integrated, multi-ship, submarine and aircraft

training system for Naval Task Groups. ($56M contract, best technical, lowest cost)
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Electronic Warfare Coordination Module (EWCM), an intelligence/EW spectrum planning and management
system for Task Force Command Centers. (won Phase I, best technical)

Assistant Program Manager for the Training Effectiveness Subsystem, Device 20A66
- Performance Measurement Subsvstem. observed real-time performance of operators, teams, multi-ship and

aircraft units during exercises and compared to the standard

Senior Systems Engineer responsible for writing specifications in following proposals:
» Fire Support Combined Arms Team Trainer (FSCATT) System Specification, a US Army field artillery multiple

cannon and battery training system. (awarded $118M contract, still under contract)
- Warfiqhter's Simulation 2000 (WARSIM 2000) System Specification, a US Army Force XXI Century battalion

to theater levels, training system with actual C4l systems. (won Phase I)
Tactical Combat Training Svstem, (TCTS) Exercise Execution Software Requirements Specihbation (SRS) for

simulation and computer models to run real-time, driving sensors, weapons and links on 35 ships, 100
aircraft and submarines (won Phase l contract, wrote SRS in Phase 2 proposal)

DETAILED DESCRIPTIONS OF EXPERIENCE
The following are more information, arranged chronologically, with dates, duration, position title, program name.

followed by accomplishments, and then an overview of the project.

April 2000 to present - ISIS, Inc., primarily as Senior Scientist, Information System Architect, Systems
Engineer, Training Systems Analyst and Requirements Analyst.

Department of Interior Management, Organization and Business Improvement Services (MOBIS) and
Professional Engineering Services (PES) proposal analysis (June 2005), prepared a detailed
requirements and tasks analysis of the RFP) and proposal plan.

General Accounting Office (GAO) (May 2005 - present), reviewed and prepared training system
development and professional engineering services (PES processes and job descriptions for category 69
(training) proposal.

Strategic Services and Support (SO) (April 2005-present), attended pre-solicitation conference for the
Army Communications-Electronics Command (CECOM), Ft. Monmouth, New Jersey, waiting for formal
request for a part of this $19.25 billion program proposal.

Total Engineering information Services (TEIS) (Feb. - March, 2005), participated as proposal wr tar, pink
and red team member with another company which is prime for an approximately $12 million, multi-year,
contract for the Army Information Systems Engineering Command, Ft. Huachuca, Arizona. Prepared TElE5
Risk Management Plan for prime contractor. Presently ISIS is waiting for announcement of selected
winners.

Newsworthiness Certification (Jan. 2005-present), prepared proposal for the Army Network Command
(NETCOM), awaiting RFP to respond for this several million dollar program involving over 3,200 Army
computer programs at all Army installations, worldwide. Prepared Quality Control (QC) and Risk
Management Plan.

Cryptologic Support and Logistic Analysis (Oct. 2004-present), prepared proposal for the Army
Communications-Electronics Command (CECOM), Ft. Huachuca, Arizona, waiting for formal request for
proposal.

information Warfare Training (2001 - present), USAF Small Innovative Business R&D (SBIR) Phase l
contract, to determine IW training requirements and measure performance in an intelligence, wargaming
system, awaiting possible award for development of an information Warfare training system for the USAF
Information Warfare Aggressor Squadron.

US Army Virtual Proving Ground (VPG) - Performed C4ISR Architecture Framework development,
implementation and documentation using the DoD C4lSR Architecture Framework, v2.0 and for
Operational, Technical and Systems architecture products. (2001-2002).

Prepared C4lSR architecture framework proposals for U.S. South Command (USSOUTHCOM)
Command Center, Department of Defense Threat Reduction Agency (DTRA) Operational Command
Center at an Army Command, Virginia, and Government Enterprise Architecture development for
Department of Health and Human Services Command Center programs.
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April 2001 to present- C4I Architect, Operations Analyst and Systems Engineer for Minister of Defense
(UK) Future Aircraft Carrier (CVF) program, Raytheon Naval and Maritime Ship Systems (NAMS), San
Diego, CA.

Prepared for Raytheon Naval Ship & Integrated Systems (San Diego) proposals in April and June
2003 with Statement of Work (SOW), Data Item Descriptions (DIDs) and CDR Ls for
Architecture Assessments (Requirements, Testing) for ten functional mission areas, Global
Information Grid (GIG) Evaluations in order for CVF to be interoperable with US Joint forces,
and Levels of Information System interoperability (LISI) using DoD LISI PAID (procedures,
applications, infrastructure, data) attributes to determine internal and external interoperability
assessments

Prepared proposal and performed contract for Raytheon Cal Systems (Fullerton, CA) for the Joint Commanc
and Control Ship (JCC) JCC Interoperability Study, including report drafting and preparation, conference
presentations and making recommendations to JCC Program Office for ensuring over 400 tactical, logistic,
administrative, C4lSR applications work. (2001-02)

Prepared proposal and performed contract for Raytheon NAMS (San Diego) for JCC Reconfiguration Study 'Io
determine requirements to most effectively manage command (C4lsR) onboard JCC. (2001-02)

Provided architecture framework proposal inputs and evaluation for US Army Landwarrior Ill (Future Combat
System) for Raytheon Cal Systems (Plano Texas)

Provided C4lSR and engineering analysis and proposal preparation for LHA(R), JCC, CVF and other NAMS
(San Diego) ship programs (2000-03)

October 2000 to Present (inactive) - MBA Instructor, University of Phoenix, for "Operations Management
for Total Quality" (BUS540) and "Managing R&D and Innovation Processes" (TMGT 540) courses
Instructor.

Taught these courses in Nogales to Mexican maquilladores managers and in Tucson to Americans managers.
Qualified to teach "Program Management"
Plan to qualify as Flex ret (online) Instructor.
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April 1998 to September 2000 - CVX C4l Architect and C4l Support Plan Leader also Lead Systems
Engineer and Requirements Analyst for CVN 77 and CVX Programs, at Raytheon, San Diego, CA

Performed C4l Support Plan analysis in order to understand the DoD C4l Support Plan requirements. Led to
an understanding of the recent DoD C4lSR Architecture Framework, v2.0 and its Operational, Technical
and Systems architecture products.

Managed team for 3 months to draft and submit plan to NAVSEA (PMS-378) for two customer reviews.
Provided interface with CVX and Joint Command and Control (JCCX) Ship to combine architecture

development for NAVSEA (PMS-377), drafted task schedule but funding not provided. "
Proposed an approved Technical Instruction for "Reconfigurable Joint and Naval Staff Space Allocations" in

order to start the CVXIJCC Operational Architecture and Mission Essential Tasks processes - completed
early 1999. (3 of 14 proposed were approved for study)

Coordinated the AFCEA "Architecture Implementation Course" for RSC at our San Diego site.
Created and drafted CVN 77 Electronic Systems Integrator (ESI) Statement of Work (SOVIO for the CVN 77

ESI role and RFP in Spring 1999.
Provided various trade studies and options for performing this task for Newport News Shipbuilding.
Established a draft CVN 77/CVX "Total Ship Systems Engineering (TSSE) Plan for our team.
Implemented the Raytheon and Newport News Integrated Product and Process Development (IPPD)

processes to structure ITs, tasks, and work descriptions.
Provided interoperability inputs to UK Future Aircraft Carrier (CVF) Raytheon Qualification letter.
Participated in establishing teaming arrangements with SPAWAR Systems Center, San Diego (SSC-SD).

The CVN 77 is the transition aircraft carrier from the Nimitz class, to be commissioned in FY 2008. Two other
evolutionary aircraft carriers, CVNX-1 and CVNX-2 are to be commissioned in FY 2013 and FY 2018,
respectively. The tenth CVX is planned for disposal in FY 2111. Overall manning will be reduced up to 1,743
personnel. Up to 12 Joint, Naval, Combined and Coalition staffs may embark up to 1,000 augmentation
personnel beyond the present capabilities. CVX can embark a Joint (Task) Force Commander with
command and control systems for Operational-Theater and Tactical (service) levels. The ESI role involves
integration of all C4lSR equipment, internal and external communications, navigation, sensors, fire control,
weapons, and associated display and processing systems.
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January 1998 to present - H&R Block, Tax Specialist, seasonal tax preparer (annually, January to April 15),
part time, AARP Tax Consulting for the Elderly (pro bono) tax preparer, IRS qualified.

August 1997 to April 1998 - DD 21 Requirements IT Lead, Systems Verification and Test IT Lead, and
Initial Lead Systems Engineer for the Hughes, then Raytheon, DD 21 Program for NAVSEA, PMS-500 .-
assigned the CVX Reduced Manning (Automation) Study that led to CVX C4I Support Plan after Raytheon
sent "no bid" letter in April 1998.

Provided IPPD plans for all systems engineering functions, including workshop participation, for subsystem to
total Ship System levels.

Managed two Integrated Product Teams (ITs), about 3 months each, as additional DD 21 personnel were
assigned.

Conducted Video Teleconferences with ITs, issued weekly Agenda, Minutes, and led team meetings.
Attended Risk Management course and recommended RSC's ProphetTm risk .management software tool for

DD 21 and other integration programs.
Provided the initial DD 21 Total Ship Systems Engineering (TSSE) Plan.
Coordinated systems engineering modeling and simulation planning.

The Future Surface Combatant of the 215' Century (SC-21) Program consisted of both destroyers and cruisers,
with the Land Attack Destroyer (DD 21) to be commissioned in FY2009 and an Air Dominance Cruiser in
FY2018. l participated in the program implementation and maintenance of collaborative and synergy with
both CVX and SC-21 programs and the emergent JCC and Deep Water Programs. [SC 21 is DDX Prograrr]

June 1995 to August 1997 (26 months) - Operations Analyst and Site Survey Team Leader also Naval
Operations Analyst and Joint Training Analyst, C4I System for National Defense Operations Center Ana'
Area Command Centers Definition Study - completed August 1997.

Performed pre-contract planning analysis for site survey from battalion to national level.
Managed budget for 3 months deployment for the 12 engineers in Saudi Arabia.
Conducted interviews and briefs with members of all joint Minister of Defense and Aviation (MODA) staff arc

all armed forces, including schools and topographic commands.
Provided reports, program reviews and TGMlRs for survey and design efforts for the 2 years, including the

coordination of all Action items and Program Management Review Minutes.
Created significant inputs to the System Description Document, System Specification as Lead Svstems

Engineer, emphasized operational concepts including staffing and workstation operator tasks, operations
center and support facility layouts, specifications for a transportable operations center (TOC), system-level
communications interfaces including ATM, SATCOM, PTT and RF communications, system hardware and
software interfaces including JMCIS, TADIL-S and ILL, operator training, selected over 100 formatted
messages (using USMTF) for integration, and overall system performance characteristics.

Drafted System Specification for Land Forces Operations Center, deemed excellent by customer.
Prepared Site Survey Report and participated in drafting the Communications Interface Requirements

Document, presented multiple customer briefs.
Only engineer to start and complete this contract (over $10M), most of the others were replaced.

The MODA C4l System will provide 13 operations centers, nation-wide, to form a joint service, C4l system,
integrating the four services through 3 command echelons and, for the Land Force will provide their digital
command and control system through 4 echelons.

1995 (two weeks) - Systems Engineer, for an AirHawk Concept of Operations.
Drafted a preliminary "Operations Concept Document (OCD) for the Air HAWK" system for HMSC, provided a

systems approach to integrate the subsystems with the missile, for the Command and Control Division, using
the MIL-STD-498 DID as a guide.

AirHawk provided an air-launch system capability for the U.K. Tomahawk cruise missile.
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1995 (five months) - Lead Systems Requirements Engineer, Warfighters' Simulation 2000 (WARSIM
2000), US Army training system.

Performed system functional requirements analysis for command and control levels from battalion through
echelons above corps and Theater-levels

Responsible Engineer for the analysis and writing of the system specification for the entire system in
accordance with MIL-STD-498 (System Engineering). (Hughes won Phase I)

WARSlM 2000 C4l training system will stimulate all present and emerging Force XXI digital C4l systems with
operational data for entire staffs in their Tactical Operations Centers in the field, in classrooms and at the
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War Colleges. WARSIM 2000 integrates with other joint systems through protocol standardization and
object-oriented design features.

1994 (two months) - System Requirements Compliance Engineer, Theater Battle Management Core
System (TBMCS), US Air Force C4l system.

Ensured compliance with the contract and requirements documents integrating different systems into the TBMC S
proposal, including the Global Command and Control System.

Drafted a compliance matrix with 200 pages in the Executive Volume to meet demanding RFP compliance
requirements (Proposal vs. IFPP vs. SOW vs. CDRL vs. WBS vs CLIN vs TRD).

TBMCS is the US Air Force theater to squadron level C4l system. (Hughes lost)

1994 (seven months) - Proposal Technical Volume Manager for the Vessel Tracking Services 2000 (VTS
2000), US Coast Guard CO system.

Led the technical and engineering proposal efforts to comply with the RFP and proposal requirements, based at
Hughes themes and proposal strategy decisions.

Managed systems, hardware, communications, software, and logistics engineers writing the responsive
proposal. (Ten corporate teams bid, Hughes won Phase l with two others including Raytheon, Hughes
performed Phase I, Congress delayed Phase ll, and program was later restructured)

VTS interfaces radar, visual surveillance, environmental, and voice communications data with differential Global
Positioning System (dips) information from automated and human input to enhance safety and
commerce on waterways and for major port regions.

1993-1994 (ten months) - Lead Systems Engineer, Fire Support Combined Arms Tactical Trainer
(FSCATT), US Army training system.

Team Leader for the requirements analysis, design, system engineering and proposal efforts.
Drafted and led several pre-RFP System Requirements Reviews for the System Specification.
Developed a technique with Distributed Interactive Simulation (DIS) protocols whereby a thousand or more

cannons can perform exercises from multiple sites in same exercise.
FSCATT integrates artillery and fire control with a Forward Observer visual training system, provides Fire

Direction Center simulation and stimulation interfaces with Close Combat Team Trainer (CCTT) MI tank
and M2 systems. (Hughes won $118M program)

1990-1991 (20 months) - Systems Requirements Engineer, Tactical Combat Training System (TCTS), US
Navy C4l training system.

Led the simulation and modeling, system requirements analysis for all real-time operations for the proposal and
Phase l development efforts. (Hughes won Phase l)

Wrote most of the Exercise Execution CSCI SRS for real-time system execution software for all simulations
and sensor, weapons and platform models (over 100).

TCTS provides a task group training data link for 100 aircraft, 24 ships and submarines, 6 ashore installations
and ranges, with real-time targets (to 780). TCTS uses participant "pods" with a data link between
platforms, stimulates platform sensors with the real-time targets, maintains data link communications,
collects data for feedback and rapid after action reviews. (Hughes team won Phase l, Raytheon Phase ll)

1991 (1 month) - Human Factors SE for Land Warrior 2000 proposal, US Army infantryman C4l system.
Human Factor Engineer for proposal effort for the helmet display overload analysis with computer text and

graphic display resolution. Left to lead FSCATT Systems Engineering and Proposal teams.
Land Warrior 2000 system provides infantrymen with an integrated C4l System for an infantry brigade, with

computer-driven displays, messages, GPS, and other CO features. (Hughes won)

1988-1991 (4 years) - Assistant Program Manager for the Training Effectiveness Subsystem, Device
20A66.
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Created Performance Measurement Subsystem, used subcontractor to provide analysis, documentation, and
design details.

Managed subcontract ($1 .AM), conducted subcontractor reviews, wrote SOWs, evaluated products and
subcontractor.

The Performance Measurement Subsystem determines operational performance (real time) for trainees from
Admiral to sensor operators and for ship teams, multi-ship and tactical units.
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1988-1991 (4 years) - Senior Systems Engineer, Device 20A66.
Lead Systems Enqineer, provided significant inputs for models, simulations, communication data link interfaces,

user displays, and l/O, consultant to software team as ASW expert.
Designed to real-time Links 4A/11/16 with ships in port and ships/aircraft at sea.

The Device 20A66 trains a Battle Group Commander in a Task Force Command Center (TFCC), staff and
subordinate staffs (in 20 ships and submarines and 15 aircraft in 35 mockups using 186 different
workstations with 61 large screen displays) to use data links, communications, and good decision making
practices.

1986-1988 (1.5 years) - Proposal Technical Volume Manager, Device 20A66.
Evaluated Draft-RFP and System Specification, provided 229 change pages, was acknowledged to be most

significant pre-proposal action by any bidding contractor.
Led pre-proposal, technical design and development effort as the only engineer for 1 year.
Led, as Technical Volume Manager, team of systems, simulation, hardware, courseware, facility, logistics and

software engineers in the synthesis and drafting of the 500-page technical volume, with final technical
volume cost less than B8<P estimate.

After proposal submittal, replied to questions, gave briefs. (Hughes won, beat 2 incumbents)

1987-1988 (6 months) - Proposal Manager, Law Enforcement Driver Trainer System for California.
Led pre-proposal and proposal team to develop a design for high-technology driver trainer systems for the Peace

Officers and Safety Training (POST) Commission. (Hughes won)
Participated during contract, as systems engineer in-charge of design, to verify that the POST training

objective(s), standard(s) and criteria would be met for the drivers of the system.

1987 (4 months) - Lead Engineer, Advanced Fuels Auxiliaries Test System (AFATS) for US Air Force
Provided initial engineering requirements analysis leading to joint venture with Allison Gas Turbines to bid this

major USAF test system.
Drafted initial System/Subsystem Design Document (SSDD) as the basis for design.

Hughes bid, after I left project, however, USAF declined to award contract.

1986-1987 (3 months) - Proposal Coordinator, USAF LANTIRN training system.
Led proposal compliance review for real-time video and infrared technical requirements using the Hughes

RealSceneTm 3-dimensional (vowel-based), interactive system instead of the Hushes (formerly Honeywell)-
developed, GBU-15 training system.

LANTIRN trainer provides real-time displays of video and LR images to cockpit and weapons systems for F-15,
F-16 flight simulators and the AGM-130 missile. (Hughes no-bid)

1985-1986 (9 months) - Senior System Engineer for the Electronic Warfare Coordination Module (EWCN)
program with responsibility for the environmental effects design.

Led technical proposal effort, coordinated proposal outline, reviewed storyboards and topics, determined
compliance, edited technical volume, and synchronized with other volumes.

Responsible engineer for atmospheric and acoustic effects on propagation and degradation from
countermeasures, provided customer briefs and proposal topics.

EWCM provides full spectrum management capabilities for the Electronic Warfare Commander to coordinate
operational and intelligence EW information and databases. (Hughes won Phase I, lost Phase ll)

1982-1985 (2.5 years) - Systems Engineer for the training subsystem, Device 14A12 ASW Tactical Ship
Training System.

Led technical proposal effort for the Performance Measurement and Monitoring training subsystem, sonar
modeling and simulation, operator displays, fire control, data links, and sensor, weapon and platform
modeling.

Designed PMM subsystem, pushing the state of the art, later implemented in Device 20A66.
All ASW ships and ASW aircraft were simulated in a single-ship, multi-dimensional (anti-air, anti-surface, anti-

submarine) environment, as a C2 and sensor operator training system.
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PAPERS

Presented two papers to the Industw/Inter-Service Traininq Svstems Conferences (I/ITSC):
"Design Concepts for a Performance Measurement System" [nominated for best paper, in top 5 of 105]
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"A Performance Measurement System Design", based on Device 20A66 results.
Prepared and presented three reports to the National Securitv Industrial Association (NslA), ASW Committee, as

Vice-Chairman of Training and interoperability Subcommittee, Study Leader for following Reports:
"Training Commonality for Oceanography and Acoustic Environment Study Results"
"Training Commonality for Detection and Classification Study Results"
"Proposed Standard Sonar Equation for Technical, Tactical, and Training Communities"

Received NSIA Meritorious Award for leading these ASW industry and government studies)
Presented paper to the Hughes Advanced Technology and Studies Group describing the use of "Distributed
. Interactive Simulation (Dis) Protocols in C4l Systems".

RAYTHEON AND HUGHES COURSES
Taught "Introduction to ASW Tactics" course, at Hughes (four times) and for the Advanced Training Institute at

Naval Underwater Systems Center (New London and Newport RI) 10 times at the Naval Surface Weapors
Center (White Oak), Naval Civil Engineering R&D Center (Oxnard), and other locations.

Attended "C4l Architecture Implementation" (4 days, AFCEA Course 503), "Risk Management" (3 days), "Front-
End of the Business" (1 week), "Systems Engineering" (HITS/HMSC processes), "Global Command and
Control Seminars" (APL)

Attended Advanced Technical Education Program (ATRP) Courses:
Software Risk Analysis, Software Estimating and Prediction, Database Modeling, Object-Oriented
Software Methodologies, Proposal Development, How to Interview Candidates, Microsoft Word, Creating a
Web Browser, Netscape User's Courses

Participated in the NSIA Industry War Games at Naval War College (Newport Rl) and Marine Corps Command
and Development Center (Quantico).

MILITARY SCHOOLS
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Attended US Naval schools including Destroyer School Department Head Course, Gunnery Officer, Anti-
submarine Warfare (ASW) Officer, Communications Security (COMSEC), Naval War College Wargaming
Course, and Naval Tactical Data Systems User Courses.

Qualified for Command of Destroyer, Tactical Action Officer (Battle Group and Ship), Officer of the Deck (cruiser
and destroyer), Ship Command Duty Officer, Surface Warfare Officer.

SIGNIFICANT MILITARY AND OPERATIONAL C4I EXPERIENCE
Active duty commissioned officer in the US NaW serving in the following assignments (home ported twice with

each of the four fleets):
Area ASW Force. Sixth Fleet (CTF 66) as Staff Plans Officer coordinated all surface ships, aircraft carriers,

submarines and ASW/EW aircraft in the Sixth Fleet area on a daily basis, conducted operational ASW with
real targets, coordinated (simulated) daily submarine, surface ship and air-launched anti-ship Harpoon
attacks on targets. (Awarded Meritorious Service Medal for highest Fleet-level ASW performance ever)

Fleet ASW Training Center, Pacific Fleet, the lead Coordinated ASW Tactics Instructor and Staff
Oceanographer, and at sea as an Anti-Submarine Warfare Commander (ASWC) instructor or ASWC Watch
Officer during Fleet Exercises, augmenting Destroyer Squadron staffs. Also taught coordinated ASW tactics
at Fleet Combat Training Center (Point Loma) as a guest instructor to TAO classes for three years.

Commander Carrier Group Three, as staff ASW Surface Operations and Geophvsics/ Environment Officer,
deployed twice to Western Pacific and Indian Ocean, planned and conducted RlMPAC 77 with Japan,
Australia, New Zealand, and Canadian ships, 3 aircraft carriers, 7 submarines and over 150 aircraft, planned
Persian Gulf CENTO MlDLlnK-77 with UK, Iran and Pakistan, qualified as Battle Force TAO on 5 different
aircraft carriers.

Naval Surface Warfare Officers Schools Command/Naval Destrover School as the ASW Tactics and TAO
Instructor for Prospective COs, XOs, Department Heads and Free World Navies Courses for mid~grade
officers from over 30 countries, co-developed Naval Tactical Analysis Wargame (NAVTAG) and used it to
evaluate tactical concepts including Harpoon anti-ship tactical development, used ASW team and sonar
trainers for exercises, trainers for anti-PT boat interactive team exercises, taught anti-submarine/anti-surface
warfare tactics, EW, communications, and EMCON decision making classes. Taught surface ship ASW at
Submarine School, was a guest instructor at the Naval War College and used the War College wargaming
facilities to evaluate new systems and ship classes being designed by NAVSEA. (Awarded Navy
Commendation Medal with Gold Star)

Commander Cruiser-Destrover Flotilla Ten, as ASW Plans Officer, deployed to Sixth Fleet, embarked on 3
aircraft carriers and 2 cruisers including USS Albany. Planned and executed many Sixth Fleet and NATO
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exercises and a CENTO air defense exercise. Engaged in more than 50 Soviet bomber over-flights of the
Battle Group, 100% successfully intercepted by fighters and missile lock -on prior to 100 miles from the
aircraft carrier. (Awarded Meritorious Unit Commendation for validating new anti-SSBN tactics and
developing SSN direct support procedures)

USS Hollister (DD788), Operations Officer, deployed for 2 years, 19 months of consecutive combat operations
off Vietnam in the Seventh Fleet, provided naval gunfire support (over 28,000 rounds), maritime surveillance 3,
SAR, Gemini Vlll NASA space craft rescue ship, and EW intelligence gathering and Korean operations.
(Awarded Secretary of Navy Unit Commendation, Navy Commendation Medal with Combat "V")

USS Robert L. Wilson (DD748), ASW Officer, deployed to Sixth Fleet for ASW operations, UN rescue ship off
Cyprus, NATO exercises, Gemini IV NASA space craft rescue ship, participated in the Dominican Republic
operations. (Armed Forces Expedition Service Medal)

USS Springfield (CLG7), Main Batter Fire Control Officer and Missile Fire Control Officer, deployed in Sixth
Fleet for over a year home ported in Villefranche sur Mer, France.

AWARDS

Arizona Golden Rule Citizen Award, by Arizona Secretary of State Janice K. Brewer for exemplifying the spirit cf
the Golden Rule daily: "treat others the way you would like to be treated", nomination made by Santa Cruz
County Supervisor Ron Morris, dated 2 August 2004 for accomplishments on the Santa Cruz County/City
of Nogales Joint Energy Commission.

Merit Award, Raytheon and Hughes, four times, for achievement and excellence in performance.
National Security Industrial Association (NSIA) Anti-Submarine Warfare Committee, Meritorious Award from the

NSIA President, Admiral Hogg USN (Ret.), for leading several ASW training industry and government
studies. (1992)

Military Awards include Meritorious Service Medal, Naval Commendation Medal with Combat "v" and Gold Star,
Naw Unit Commendation, Navy Meritorious Unit Commendation, National Defense Medal, Armed Forces
Expeditionary Medal (Dominican Republic), Vietnam Service Medal with three Bronze Stars, Vietnam
Campaign Medal with "1960-", Overseas Service Ribbon (Italy).
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Marshall Magruder
PO Box 1267

Tubac, Az 85646

18 November 2003

BEFORE THE ARIZONA CORPORATION COMMISSION

For the Open Meeting held this date in Tubae Arizona

Comments on the Proposed Rate Increase for Arizona-American Water Company, Tubac

FIRST IssuE -UTILITY RATEINCREASES. WHY?

American businesses are leaders in developing efficient work processes to lower costs and
dominate that business environment.

Of all the industries, the utility industry has proven to be amongst the least efficient. With less than
one third of the energy used by the $1 trillion dollar electric industry delivered to customers, we need
to "open our eyes" to just plain effective business management.

This water case, with a "cross the board" rate increase is another accounting trick, which failed to
look at the real "cost of doing business" issues. Let's explain this.

A zero-based budget approach is essential to determine the "cost" of each step in the business
process model. Cost components change with time. they are not "flat." Without examining each
cost element, by each company, then did the American-Arizona Water Company fail to properly
assess the detailed impacts of doing business?

More importantly, this approach defeats efficient management and should not be tolerated by the
Commission. Make AAWC show you their numbers, by each cost element cateqorv. Then make
AAWC prove to you the actual, measured, and documented cost of that cost element
category. "Shot-gun" approaches are used by lazy and ineffective management teams.

Public service companies have all their books open during ratemaking cases. They need to be
audited to the level necessary to verify and validate that their charges are (1) prudent, (2) fair, and
(3) reasonable. A fair and reasonable return should be awarded for efficient companies.

Most utilities have never heard of ISO 9000, the integrated management and business process
program for quality organizations. it's applicableQ ever comoanv M this country, including the
water utility business. The implementation of the 20 different business processes in this world-wide
(a la "Deming") program, will improve corporate efficiency at all levels by all departments. ISO 9000
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a

goes for "self-improvement" mechanisms, embedded into the day-to-day operations, to foster
overall corporate improvement. It is obvious by just the "cross the board" approach in this case, that
ISO 9000 has not been implemented at Arizona-American Water Company.

Based on this, then ISO 14400, for Environmental Management practices, surely has not been
considered. Such practices, when implemented by a water company, involve all environmental
management decisions inside this company and their external impacts. This company needs to
consider establishing ISO 14400, in addition to ISO 9000.

If so, the next rate case will be different. Why should a properly managed company request any rate
increases, when efficiency results in rate "decreases". When did this last happen in Arizona?

I have worked in companies where these have been implemented, including a Malcolm Baldridge
National Quality award organization. The differences are instantly amazing. You find a totally
different atmosphere towards working as a team. What's going on now is mismanagement.

Please work these details and have the "best and brightest" companies propose rate reductions
the next time around, as my second issue, discusses the impacts of this problem.

SECOND issuE - IMPACTSoF THls UTILITY RATE INCREASE

Natural Gas rate increase
Electricity rate increase
MEDICARE
Trash charge per car load

20.9%
22.0%
13.9%
100%

Proposed Water rate increase 86% to possibly 35%

Lets look at what a fixed income person, retired on social security received to compensate:

Social Security COLA 2.1%

Again, with a fixed income, something is not going to be on the dinner table for these folks!

"ENOUGH is ENOUGH"

Please fix these problems, don't just pass on increase after increase without making them
work, if they have poor business practices and mismanagement.

Sincerely,
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Marshall Magruder
(520)398-8587
marshaII@maqruder.orq
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Monthly Water Usage
AAWC-Tubac Water District

ASPOA

5,000 gallons I $10.41 $19.97 $20.00
10,000 gallons $44.22

$114.00$68.4715,000 gallons
20,000 gallons $92_72 $214.00I

Service Charge
Basic Service $19.68II $32.50 $20.00

Arsenic Cost Recovery Surcharge (ACRS)
Basic ACRS Charge $0.00 $25.98/month $0.00

Volumetric ACRS Charge $0.00 $3.14/1000 gallons $0.00

Present Proposed

$24.66
$38.91
$53.16

lMonthly Water Usage
AAWC-Tubac Water District

ASPOAlPresent Proposed

l

10,000 gallons

20,000 gallons

$30.09 $94.15
$104.00I$44.34 $134.10

$58.59 $174.05
$72.84 $214.00

$134.00
$234.00

Exhibit MM-2

Rate Comparisons at Various Volume Levels: America-Arizona Water
versus Aliso Springs Property Owners Association

Monthlv Usage
First 4,000 gallons
4,001 to 15,000 gallons
Above 15,001 gallons

Rate
$4.00 per 1,000 gallons
$10.00 per 1.000 gallons
$20.00 per 1000 gallons

Monthly Service Charge $20.00 per customer

Table 1 - Rate Comparison of Monthly "A-inch Residential Rates at Various Volume Levels
for AAWC-Tubac Water District and AspoA, Basic Service Charge and Arsenic Cost

Recovery Surcharges (ACRS)
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5 An adjacent smaller private water company with about 30 customers has a rate structure that

6 emphasizes conservation as follows:
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12 Table 1 below compares the Volume Charges for the Present and Proposed Tubae Water District

13 AAWC and the Aliso Springs Property Owners Association (ASPOA) rates.
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Table 2 - Total Monthly Bill Comparisons between "A-inch Residential Rates
for AAWC Water District and ASPOA
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Water Resources Element

Introduction
Sufficient water supplies, along with effective and efficient water management and conservation
programs, are crucial for all communities. To assist in long-term water planning, A.R.S. §11-821(C)
allows for an optional Water Resources element to be included in the County Comprehensive Plan.
This element is not required for counties under 125,000 in population but was included in this Plan due
to the critical importance of water in relation to growth potential in Santa Cruz County. The Water
Resource element summarizes currently available water supplies, current and future water demands
and the general impacts of future growth on water availability, This element does not include new
independent hydrogeologic studies. it does include recommendations for water management and
conservation.

Past, Present and Future Trends
The existing condition of water resources (e.g., rivers, streams, wetlands, etc.) provides base line data
used to determine if future population growth will exceed water availability for the unincorporated
County area and what regulations apply to manage that growth. The Arizona Department of Water
Resources (ADWR) under two major programs regulates water resources in Santa Cruz County. The
first and most complete authority, the Assured Water Supply Program was granted to ADWR in 1994 by
creation of the Santa Cruz County Active Management Area (SCAMA). Maintaining a safe-yield
condition and preventing long-term declines in local water tables are the management goals of the
SCAMA (A.R.S. §45-562(C)). The geographic area of the SCAMA is about 716 square miles in the
Upper Santa Cruz Valley River Basin. It is concentrated around a 45-mile long reach of the Santa Cruz
River extending from the Mexican border to a few miles north of the Santa Cruz CountylPima County
border (see Figure 6 in Appendix v). Detailed information regarding water resource conditions, water
use characteristics, regulatory programs, future conditions and recommendations regarding future rate
management strategies are contained in "The Third Management Plan for the Santa Cruz Active
Management Area" adopted on December 13, 1999. Any future residential subdivision development
within this region must occur under the SCAMA regulations and, therefore, it is an important planning
issue.

For the remainder of the County outside of the SCAMA, ADWR authority is primarily focused through the
Water Adequacy Program, described in A.R.S. §45-108. This program requires developers to obtain a
determination from the state regarding the availability of water supplies prior to marketing lots. For new
subdivisions outside of the SCAMA, a determination of water adequacy by ADWR is required before the
County can approve a plat. This can often be a determination that there is not adequate water for the
development, but such a ruling does not preclude lot sales.

Groundwater
Water consumption, both domestic and commercial, within Santa Cruz County consists solely of
groundwater extraction. The Santa Cruz River basin is the largest groundwater recharge facility for
areas west of Patagonia Lake and feeds such populated areas as Nogales, Rio Rico, and Tubac. The
O'Donnell Canyon and Sonoita and Turkey Creek basins are used by the populated regions of Sonoita
and Elgin. The Patagonia region is served solely by the Sonoita Creek basin.

The Santa Cruz River basin has an average annual groundwater production range of 51 ,500 to 55,300
acre-feet. This range was concluded by a study performed in 1997 by ADWR. The largest demand for
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1

1

groundwater in this region is riparian with an estimated annual consumption of 25,800 acre-feet. Other
additional demands consist of municipal, agricultural and industrial. This region is regulated through the
SCAMA management plan, as administered by ADWR, which requires the development of legislative
and policy guidelines and educational programs relating to water resource use and conservation.

Municipal water demand within the Santa Cruz River basin, is provided mainly by four large providers:
City of Nogales, Rio Rico Utilities, Valle Verde Water Company and Arizona American Water Company
(formerly Citizens Utilities). Total water demand by these providers is approximately 7,043 acre-feet
based on 1997 data. Smaller providers account for an additional demand of 400 acre-feet.

Industrial water demand is met by individual user wells and permitted annual volumetric allotments
based on industrial classification and use. The Santa Cruz AMA requires additional conservation
practices above general conservation requirements. These additionally regulated uses are:

• Turf-related Facilities (2 10 acres)
- Sand and Gravel Facilities (> 100 acre-feet per year)
- New Large Landscape Users (10,000 square feet)
- New Large Industrial Users (> 100 acre-feet per year)

Industrial water demand fluctuates depending mostly on weather conditions. During 1997 industrial
water demand was estimated at approximately 1,300 acre-feet.

Riparian uses currently make up the largest sector of demand. This demand consists of water
consumed by dense vegetative tracts along the Santa Cruz River's effluent-dominated perennial
reaches. Such tracts have increased in size overall from 6,200 acres in 1954 to 8,600 acres in 1995
based on preliminary estimates.

Agricultural demand within the SCAMA consists largely of irrigated croplands provided through
Certificates of Irrigation Grandfathered Rights (IRs) issued to farmers in the early 1980's. The
estimated demand during 1997 for GR was approximately 12,500 acre-feet, the second largest water
demand sector after riparian use.

The Sonoita and Elgin area domestic water is supplied largely by shared-use and individual user wells.
The Patagonia area industrial and most municipal water demand is provided by the Town of Patagonia.
Estimates of agricultural and riparian water demand cannot be established for these regions due to
insufficient data, however agricultural demands are provided solely by individual user wells.

Reclaimed Water
Currently, no direct reuse of wastewater treatment plant effluent has occurred to any significant degree.

Effluent from the Nogales International Wastewater Treatment Plant (NIWWTP), which serves the City,
a portion of the most densely populated areas of Rio Rico, PeNa Blanca Highlands and part of Kino
Springs (Estancia Yerba Buena), is a major source of supply contributing to the maintenance of water
levels downstream of the plant.

A community wastewater treatment facility is located in Patagonia. The Tubac Golf Resort (TGR) and
Barrio de Tubac developments both have centralized wastewater systems and utilize wetlands for
treatment. TGR reuses some of its effluent to irrigate the golf course. All other unincorporated regions
are served via onsite systems (e.g., septic systems).
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Other Water Supplies
Other known water supplies included allocations of the Central Arizona Project (CAP) water to Rio Rico
and the City of Nogales. However, the cost of delivery facilities was prohibitive. Those allocations were
transferred to the City of Scottsdale and are no longer available.
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c

The City of Nogales may use up to 4,200 acre-feet of surface water from Patagonia Lake, although only
for emergency use. Again, due to the anticipated cost to delivery this water, the city does not use this
source.

PeNa Blanca Lake is not a viable source given recent contamination issues and the fact that the United
States Forest Service and the Arizona Game and Fish Department own surface water rights.

Currently, within the SCAMA it is estimated by ADWR that municipal, agricultural and industrial demand
for water is about 18,800 acre-feet annually. Using a population estimate of 30,000 living within the
SCAMA yields a consumption rate of approximately 0.63 acre-feet per year per person. Current inflow
to the SCAMA is estimated by ADWR to be between 39,600 and 142,900 acre-feet per year. Utilizing a
conservative inflow rate of 45,000 acre- feet per year and a consumption rate of 0.63 acre-feet per year
results in a population estimate of approximately 71,000 persons in the SCAMA before safe-yield is
jeopardized.

There is less data available for review outside of the SCAMA. In "A Comprehensive Plan for Northeast
Santa Cruz County" (CPNSCC) (2002, Sonoita Crossroads Community Forum), a summary of certain
available hydrogeologic reports was accomplished to evaluate water supply. The summary concluded
that a multi-agency groundwater study should be completed in order to more accurately determine
future availability of water supply. Based on review of the CPNSCC and other limited information it is
believed that sufficient water supply exists for near-term needs outside of the SCAMA. Adoption of the
land use recommendations contained within this Comprehensive Plan and implementation of water
resources policies in conjunction with conducting a detailed water resources evaluation for the area
outside of the SCAMA will ensure adequate water supply for the Comprehensive Plan 10-year window.

WATER RESOURCES ELEMENT GOALS, OBJECTIVES AND POLICIES

GOAL 17: OUR AIR AND W ATER ARE CLEAN AND MEET OR EXCEED ALL NATIONAL
STANDARDS.

With the advent of the Clean Wafer Act, Clean Air Act and Safe Drinking Water Act years ago, state
and federal agencies were given the tools to begin to clean up our air and water. However, our location
achacent to areas outside County jurisdiction makes achieving national air and water quality standards
difficult. Appropriate land use decisions and sound development standards are important to ensure that
the PM10 and aquifer and surface water quality standards exceedances that exist are not aggravated.
Close cooperation with state, federal and international agencies will also move the County toward
meeting this goal.

Objective 17.1 Prevent the expansion of the Nogales Non-attainment Area (NNA).

Policy 17. 1.1 The County will develop ordinances requiring the use of appropriate dust control methods
for clearing land for new development, roads, and other projects.
Policy 17. 1.2 The County will develop a mitigation plan that addresses dust pollution.

Objective 17.2 Encourage proper treatment and disposal of wastewater.

Policy 17.2.1 The County will restrict conventional septic systems in accordance with state /aw and
regulation.
Policy 17.2.2 The County will provide information to communities on methods to fund sewer systems
(sanitary and improvement districts, Water Infrastructure Finance Authority, USDA Rural Development
Agency, etc.)
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Objective 17,3 Reduce stormwater runoff pollution.

Policy 17.3.1 The County will ensure that new developments comply with the Arizona Pollutant
Discharge Elimination System permitting requirements.
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GOAL 19: WATER SUPPLIES ARE PROTECTED AND CONSERVED.

Water availability is key to our future. Because the County is susceptible to droughts, conservation and
management of water are of major importance. In its review of new development as it applies land use
regulations under its jurisdiction, the County can complement existing state and federal water
management regulations administered by the Arizona Department of Water Resources (ADWR) and
other authorities, both inside the Santa Cruz Active Management Area (SCAMA) and outside of the
SCAMA. Within the SCAMA, the Santa Cruz River constitutes a renewable and variable source in
addition to other water supplies. Outside the SCAMA, this source is unavailable and certain parts of the
County are believed to be more vulnerable to drought and other challenges for reconciling water supply
with increased demand.

Objective 19.1 Review and encourage that conservation measures, reuse alternatives and
drought management practices be planned and implemented for all new land developments.

Policy 79. 1.1 The County will adopt the Wellhead Protection Program.
Policy 19. 1.2 The County will encourage and facilitate gray water reuse.
Policy 19.1.3 The County in coordination with ADWR will assess the water demand that will result from
proposed new development added to the existing uses and how this will be served by identified water
supplies.

Objective 19.2 Encourage planned residential subdivision development to reduce wildcat
subalivisions that involve lot splitting and proliferation of exempt wells.

Policy 19.2.1 The County will consider alternatives to denial of a rezoning application, when adverse
water consequences may result.
Policy 19.2.2 The County will work in association with other counties to develop legislation designed to
inhibit the growth of wildcat subdivisions by providing reasonable and attainable alternatives for land
development.

Objective 19.3 Outside the SCA!VlA, develop watershed management plans that are consistent
with existing state law.

Policy 19.3.1 The County will encourage the formation of Rural Watershed Associations that would
work with ADWR to implement programs of water conservation and voluntary management of water
resources.

Objective 19.4 Outside the SCAMA, ensure that residential developers are in compliance with
ADWR's Water Adequacy Program.

Policy 19.4.7 The County will require evidence of compliance with the Water Adequacy Program prior
to final plat approval.

Objective 19.5 In concert with ADWR, scrutinize commercial and industrial development in view
of available water resources to be supplied by an industrial Use Permit, and encourage
conservation, reuse and recharge of such water resources.
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Policy 19.5.1 The County will require applicants for new commercial and industrial land uses that are
to be supplied through an Industrial Use Permit to demonstrate, as a condition of approval, that ADWR
has approved the requested water use as consistent with the management goals of the SCAMA.
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COMPANY:
DOCKET:

ARIZONA-AMERICAN WATER COMPANY
W-01303A-08-0227 and SW-01303A-08-0227

Response provided by:
Title:

Joseph Gross
Director of Engineering

Address: 19820 N. 7"" Street, Suite 201
Phoenix, AZ 85024

MM 1-5Company Response Number:

Q: Mr. Broderick's revised Testimony of 20 July 2008, on page 25 stated that "a
developer will contribute approximately $1 million toward the facility".

a. Has an agreement been signed with this developer? If an agreement has not
been finalized, then what is the present status of this agreement and will it be
finalized prior to the hearing in this case?

b. Why is "approximately" used instead of an exact value?

c. Please provide a copy of this agreement.

A: a. No, an agreement has not been signed with the developer. Arizona-American
and the developer continue to work together to plan, design, and build common water
facilities with the purpose of satisfying Arizona-American's arsenic treatment
requirements and the developer's fire flow pumping and water storage requirements
for the development. Currently, the developer is nearing completion of a water
master plan and cost analysis to evaluate their various alternatives to provide the
required pumping and water storage. Once an alternative is chosen, an agreement
will be pursued between parties.

b. "Approximately" is used because at this time the pumping and water storage
facilities required to be built by the developer are only estimated in their size, scope,
and construction cost.

c. No agreement exists at this time, and one may not be finalized by the time of
the hearing.
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ARIZONA-AMERICAN WATER COMPANY
W-01303A-08-0227 and SW-01303A-08-0227

COMPANY:
DOCKET:

Response provided by:
Title:

Thomas M. Broderick
Director, Rates and Regulation

Address: 19820 N. 7"' Street, Suite 201
Phoenix, AZ 85024

MM 1-13Company Response Number:

Q: Mr. Broderick's Exhibit TMB-3, on page 1, shows a rate case expense of $10,000
titled "Witness Training"

a. Please provide the name of the organization that will train these witnesses?

b.
c.

What are the training goals for this training?
Which witnesses are planned or have already participated in this training?

d.
e.

When will this training occur and where?
How does AAWC justify ratepayers funding "witness training" expenses?

a.A: The organization has not yet been selected.

b. To enable a Company employee to understand the basics of testifying before
the Acc.

c. No training to-date has occurred. The pool of trainees would be from
Company employees that have submitted either direct, rebuttal or rejoinder
testimony.

d. No date has been scheduled. The training would most likely occur in Phoenix
just prior to the hearing.

e. Since witnesses are trained to answer questions accurately, truthfully, and
concisely, this is of benefit to ratepayers who ultimately pay the costs for
Company attorney(s), transcripts, briefs and, perhaps, their own attorney(s) if
they are part of an intervention.
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IN THE MATTER OF THE APPLICATION OF ARIZONA-
AMERICAN WATER COMPANY, AN ARIZONA
CORPORATION, FOR A DETERMINATION OF THE
CURRENT FAIR VALUE OF ITS UTILITY PLANT AND
PROPERTY AND FOR INCREASES IN ITS RATES AND
CHARGES BASED THEREON FOR UTILITY SERVICE
BY ITS MOHAVE WASTEWATER DISTRICT
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Section 1 1 BACKGROUND AND INTRODUCTION

1.1 INTRODUCTION. See Part I, page 5.

1.2 PURPOSE OF TESTIMONY in Part I. See Part I. page 7.

PURPOSE OF TESTIMONY in Part ll.

What is the purpose of this Part II testimony?

The purpose is to provide additional testimonial information about each of the four issues

and to provide evidence and details for a proposed the Cost of Service and Rate Design for

review by all parties. The four Issues in the Part I Testimony are included in Part it. The

testimony in Part I is unchanged, unless specifically corrected or modified in this Part ll

Testimony.

Q. Have you received timely and complete resultsduring the discovery process in the

effective Rate Case Procedural Order?

In general yes, however, some important data requests have not been satisfactorily

answered and we have several issues involving arsenic measurements and remediation

facilities that remain. We are trying to work this out without going to the Administrative Law

Judge, however, that option may be necessary.

Q.

A.

Can you explain this further?

1
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5
6 1.3

7 Q.

A.
8
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Yes. It is important for the small Tubac Water District to remove the arsenic from its drinking

water. In February 2008, a prior exception to delay implementation was overturned, thus

eliminating the exception to delay implementation. We understand that an arsenic reading

exceeded 35 ppb, triggered this action. As shown in Part I, our last two quarterly arsenic

readings were 24 and 25 ppb, Through a data request by this party, additional

measurements, standards, and other factors leading to up determination since 1970 were

requested, along with background information concerning an arsenic treatment facility (ATF)

in Tubac with service charges and volumetric rates, higher than any other AAwc ATF,

Furthermore, background information about the much less expensive Point of Use (POU)

arsenic removal process also has not been provided. Due to the significant ratepayer cost

differential between the POU and ATF proposed by AAWC in 2005, detailed objective trade-

study rationale for non-selection of the POU process have not been received.

The company has offered to provide the arsenic readings and other background information on 20

February 2009, significantly exceeding the data request response requirements in this Rate

•

•
Marshall Magruder
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Case Procedural Order. Again, we are in discussion on this and upon receipt and analysis,

this party may file supplemental testimony or in the Surrebuttal will be necessary.
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Section 2 ISSUES IN THIS TESTIMONY - see Part I, pages 8-14.
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PART ll

Section 3 - Cost of Service and Rate Structure Testimony

3.0 ORGANIZATION OF THIS TESTIMONY

Q. How is the testimony organized?

A. Section 3 contains the second pre-filed testimony and includes the proposed rate structure,

cost of service, and miscellaneous charges and fees and is Part II of the Direct Testimony for

Marshall Magruder. The issues raised in Part I continue in this testimony. The Table of Contents is

inclusive for both parts, as indicated prior to page numbers. Only Part ll is contained herein. Part Ill

will be the Surrebuttal Testimony of Marshall Magruder.

3.1 ISSUE no. 1 - CONSERVATION AS A SIGNIFICANT DRIVER OF
WATER VOLUMETRIC RATES

Q. Do you still believe conservation is necessary for a fair and reasonable rate

structure?

A. Absolutely, yes. In part I, Magruder Exhibit MM-2, another local water utility company rate

structure is shown, with rates as high as $20.00 per 1,000 gallons. There is limited water in our

service area, however, as neighbors in the ADWR Santa Cruz Active Management Area (SCAMA).

In the SCAMA, all are required to sustain its water resources and well depths, which are being

maintained, the only AMA in Arizona. Every new hookup adds another permanent customer and

creates more demand. The high residential consumption rates" averaging 11,797 gallons monthly

per household show that, in the aggregate, AAWC consumers are not implementing water

conservation processes. In response to Magruder Data Request 1-25, the Company reported

residential and small commercial (5/8 & 3/4-inch) customers averaged 198.99 gallons per day or

76.6% of the water consumed in this water district. This level ofconsumption is considerably higher

than Tucson and others in the Santa Cruz River watershed.

Further, some residential bills exceed 200,000 gallons in one month. From the Test Year

results, there are 11 residential bills (5/8 8< 3/4-inch) for over 100,000 gallons. There are 119 bills for

other high-water users exceeding 50,000 gallons in a month.
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1 In the test year, average monthly w
Agua Fria 7,400 gallons
Mohave 8,073 gallons
Sun City West 6,704 gallons

aler consumption for residential customers (5/8 8¢ 3/4-inch) were:
Havasu 9,705 gallons
Paradise Valley 20,493 gallons
Tubae 10,797 gallons

•

•
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The proposed Magruder rate design has increased the volumetric charges to $6.00 per 1000

gallons, approximately 20% over that proposed by the Company ($4.95) for all users consuming

36,001 gallons or more in a month, for approximately 6.3% of the ratepayers.

At the other end of consumption scale, other than many "snowbirds" bills with no

consumption in a month, the propose rate is $1 .50 per 1,000 gallons. This is approximately 20%

lower than the present rate of $1 .89 per 1,000 gallons, and includes 34% of the test year residential

customers.

Between these high and low rates, ideally a curve could be used, however a series of tiers

are proposed to progressively, increase at $0.50 per 1,000 gallons, from 4,001 gallons to 36,001

gallons. The Test Year results were used to construct Exhibit MM-6 in Appendix B. in particular,

Table MM-6-1 compares this Magruder Proposal to the Present and the Company Proposal for the

most common residential schedule (F1M1A), comprising over 85% of the Tubae ratepayers, and the

corresponding commercial schedule (F2M1A).

Do you seem to be adding too many tiers, with ten instead of the three or six (Paradise

Valley) used in the other water districts?

As presently structured, the Company's rate structure has only two price-break points, at

4,000 and 20,000 gallons per month. From Table MM-6-1 (Exhibit MM-6), we see that 34.3%

of the customer's bills during the test year we for 4,000 gallons or less. When we look at

consumptions at the Company's second tier break-point of 20,001 gallons, over 83.2% of the

customers bills have been included the first two tiers. The Company's third tier only contains

16.8% of the remaining customers, and these customers, the highest-water users.

The Company's three tier approach fails to provide any PRICE SIGNALS for almost

60% of the ratepayers in its second tier. This rate structure defect, by exclusion of price

signals to customers, needs correction since the _purpose of this approach is water

conservation. Price Signals need to be observed, to conserve water, the goal of this process.
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A.

What is your proposed rate schedule for residential and small commercial?

The table below provides the Magruder, the Present, and the Company's Proposed Rate

Schedules in Table 3-1 below:

Q.

A.

Q.
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Commodity Usage
Magruder's

Proposed Rates
Company's

Present Rates
Company's

Proposed Rates
First 4,000 gallons $1.50 $ 1.89 $ 3.78

4,001 to 8,000 gallons $ 2.00 $ 2.85 $ 4.85
8,001 to12, 000 gallons $2.50 $ 2.85 $ 4.85
12,001 to 16,000 gallons $ 3.00 $ 2.85 $ 4.85
16,001 to 20,000 gallons $ 3.50 $ 2_85 $ 4.85
20,001 to 24,000 gallons $ 4.00 $ 3.41 $ 4.95
24,001 to 28,000 gallons $ 4.50 $ 3,41 $ 4.95
28,001 to 32,000 gallons $ 5.00 $ 3.41 $ 4.95
36,001 to 40,000 gallons $ 5.50 $ 3.41 $ 4.95
40,001 gallons and above $ 6.00 $ 3.41 $4.95

Customer
Type Rate Category Rates

Number of
Customers

Residential

5/8 & 3/4_in0h F1M1A Same at Table 3-1 461

1-inch F1M1B Same as Table 3-1, capped at $5.00 41

2-irlch F1M'ID Same as Table 3-1, capped at $5.00 3

3-inch F1M1E Same as Table 3-1, capped at $500 1

Total Residential Customers 489

Commercial

5/8 8. 3/4-inch F2M1A Same as Table 3-1 47

1-inch F2M1B Same as Table 3-1, capped at $5.00 16

1 %-inch F2M1C Same as Table 3-1, capped at $5.00 2

2-inch F2M'lD Same as Table 3-1, capped at $5.00 10

3-inch F2M1E Same as Table 3-1, capped at $5.00 4

Total Commercial Customers 78
Growth 5/8 & 3/4-inch F1M1A Same at Table 3-1 10

Total Customers 549

P

Table 3-1. Present and Proposed Tubac Residential Rate Schedules

The rate schedule in Table 3-1 is to be used for the following rate categories for all test year

489 residential and 78 commercial customers and an annual growth of 10 residential

customers per year:

Table 3-2. Magruder's Proposed Tubac Rate Structure.

This schedule makes understanding one's bill easy, because all rates are in dollars and half-

dollar amounts. The rate cap for all customers over 3/4-inch service is $5.00 per 1000

gallons.

Q.

A.

Why did you impose a rate cap for all customers with 1-inch or larger service?

In general larger usage by the larger customers is less expensive for the Company to serve

on a per gallon basis. This replaces the different tier limits in the present rate schedules.
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35 Q. what should the cost of service be for the Tubac Water District?
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Customer
Type Rate Category Present Company

Proposal
Magruder
Proposal

Number of
Customers

Residential

5/8 & 3/4-inch F1M1A $ 19_68 $32.50 $25.00 461
1-inch F1M'1B $ 29.63 s 48.93 $5000 41

2-inch F1M1 D $97.49 $ 161.00 $100.00 3
3-inch F1lv11E $115.65 $ 190.99 $150.00 1

Total Residential Customers 489

Commercial

5/8 8< 3/4-inch F2M1A $ 19.68 $3250 $ 25.00 47

1-inch F2M1B $ 29.63 $ 48.93 $ 50.00 16
1 %-inch F2m1c $ 59.26 $ 97.66 $ 75.00 2
2-inch F2M1D $97.49 $ 161.00 $ 100.00 10
3-inch F2M1E $11555 $ 190.99 $ 150.00 4

Total Commercial Customers 78
Growth 5/8 8< 3/4-inch F1M1A Same at Residential F1M1A 10

Total Customers 549

A. Just like water commodity usage rates, this water district already has the highest AAWC

service charges, and the Company's proposal increases this difference. This is one customer

cost that consolidation (see Magruder Issue 3) will make significant changes in Tubac.

There is also second cost of service charge included in this rate case planned for

Tubac to fund an arsenic treatment plant (see Magruder Issue 2) for a capital cost of about

$2.5 million. Cost of sen/ice charge could increase from the present $19.68 to Company's

proposed $32.50, to which will be added the Company's proposed Arsenic Service Charge of

$25.98, for a proposed service charge of $68.48 per month. It is doubtful if any Cost of

Service exceeds $68.48 in Arizona for residential customers. This proposed Cost of Service

is 347% higher than the present rate.

As shown in Magruder Exhibit MM-6, with the progressive tiers, the higher usage

rates of $6.00 (or $5.00) provide considerably more revenue for the Company than the

present revenue from water usage. This "extra" revenue is included in this rate structure to

cushion the anticipated impacts from customer conservation measures in providing

inadequate revenue for the Company. In general, it is proposed not to significantly increase

the Cost of Service, thus using a rounded off and an easy-to-understand Cost of Service is

proposed for all the rate categories shown in Table 3-3 below:

Table 3-3. Magruder's Proposed Tubac Cost of Service.

How would a sample residential customer bill change look under your Proposal?
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32 Q.

33
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35

A. Using an average customer with 11,797-gallon usage, this bill should have the following

AAWC charges shown in Table 3-4.
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$ 1.89
$ 2.85
$ 2.85
$ 2.85
$ 2.85
$ 3.41
$ 3.41
$ 3.41
$ 3.41
$ 3.41

$ 1.50
$ 2.00
$ 2.50
$ 3.00
$ 3.50
$ 4.00
$ 4.50
$ 5.00
$ 5.50
$ 5.00

First Tier - First 4,000 gallons
Second Tier - 4,001 to 8,000 gal
Third Tier - 8,001 to 12,000 gal
Fourth Tier - 12,001 to 16,000
Fifth Tier- 16,001 to 20,000
Sixth Tier - 20,001 to 24,000
Seventh Tier - 24,001 to 28,000
Eight Tier .- 28,001 to 32,000
Ninth Tier - 32,001 to 36,000
Tenth Tier - above 36,001 gallons

- 31% (t
-29% (1
- 12% (1
+ 5% (1
+22% (1
+ 17% (1
+ 32% <1
+ 46% (1
+ 61% (1
+ 76% (1

_ (1.50/1.89)
_ (2.00/2.85)
.- (2.50/2.85)
_ (3.00/2.85)
_ (3.50/2.85)
_ (4.00/3.41)
_ (4.50/3.41)
_ (5.00/3.41)
_ (5.50/3.41 )
_ (6.00/3.41)

Are you proposing any additional changes in customer costs?Q.

A.

Marshall Magruder

Yes. There are several miscellaneous customer costs that should be included in this rate case. See

Table 3-5 below. In the Tubac Water District service area, which is completely within the Santa Cruz

Active Management Area, new permits for drilling for private wells will not be issued by ADWR in the

SCAMA, thus all new facilities that need water must obtain service from the Tubac Water District.

Thus, it is highly probably that some new water lines will be rather lengthy in the remaining

rural areas, and should be purchased by the developer or the one requesting new water service. This

party objects to having existing customers funding ANY developer's expenses, for which these new

customers must fund, and not by today's ratepayers, for the actual cost. in this table, new Service

Line and Meter Installation Charges must be borne by the new customer. The Company needs to

consider this a just doing its business, and not give "favors" on this account to anyone.

Due to the rural nature of the Tubac Water District, Meter Test and Re-reading Meter (when

correct) need to account for higher gasoline costs and distance, thus each of these two charges was

increased. Also increased were the cost for a bounced check (NSF) to $30.00, which is a more
Direct Testimony (Cost of Service and Rate Design) by Marshall Magruder
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Table 3-4. Sample Residential Customer Bill Comparing Company and Magruder Proposals.

Average Water Usage = 11,797 gallons

Q.

A.

Am I reading this table correctly, that the average customer will see a rate decrease?

At this point of water usage is where the benefits for lower water consumers crosses from

rate reduction to significant rate increases in the third of the ten rate increasing tiers. Half of

the water consumed is consumed by customers using less than 11,797 gallons, the other

half more. As shown below, this is where the lower usage customers benefit by lower usage

and the higher usage customers have increased costs for higher usage. The "price signals"

benefits conservation at all level of consumption, with significantly higher costs at 76% at the

upper end compared to a 31 % decrease at the lower end of the consumption continuum.

AAWC
PresentMagruder's Commoditv Usable

Magruder
Proposed Proposed Change

Billing Item Present Company Proposal Magruder Proposal
Charge Change Change

Cost of Service $19.68 $32.50 + $12.82 + 62.8% $ 25.00 + $5.32 +25.4%
Average Usage $ 49.46 $85.44 + $35.98 +72.7% $ 26.50 - $22.96 -53.6%

Total Be $69.14 $117.94 +$48.80 + 70.6% $ 51.50 $17.64 -24.5%

•
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Miscellaneous Customer Cost
Company's Magruder's

Proposed ChargePresent Charge Proposed Charge
Service Line Charge Actual Cost Actual Cost Actual Cost
Meter Installation Charge Actual Cost Actual Cost Actual Cost
Establish, Re-establish, Re-connect
Fee (regular hours) $ 30.00 $ 30.00 $ 30.00

Establish, Re-establish, Re-connect
Fee (off hours) $ 45.00 $ 45,00 $ 60.00

Water Meter Test (if correct) $ 10.00 $ 10.00 $ 20.00
Meter Re-read (if correct) $ 5.00 $ 5.00 $ 20.00
Non-Sufficient Funds Check Charge $ 10.00 $ 10.00 $ 30.00
Late Fee Charge

None None 3.0% per month
(36.0% APR)

Deferred Payment Finance Fee
None None 1.5% per month

(18.0% APR)
Residential Deposit 2 x average bill 2 x average bill 2 x average bill
Non-Residential Deposit 2 x average bill 2 x average bill 2 x average bill
Interest on Deposit In accordance with ACC Rule 14-2-403 B

a

¢ v

common fee used my many companies. The Late Fee charge is raised to a simple 3.0% per month

(36.0% APR). The Deferred Payment Financing fee to 1.5% per month (18.0% APR) that is half of the

Late Fee charge because to obtain deferred financing the ratepayer has committed to makeup unpaid

bills to the Company and with a lower Deferred Payment Financing fee this may be enough to ensure

the Company collects its proper fees and charges.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

Table 3-5. Miscellaneous Charges and Fees

Marshall Magruder
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Monthly Usage Present Bill
AAWC Proposed Rates + Arsenic

Treatment Charges (new bill)
5,000 gallons $ 30.09 $94.15

10,000 gallons $ 44.34 $ 134.10
15,000 gallons $ 58.59 $ 174.05
20,000 gallons $ 72.84 $ 214.00

8

|

3.2 Issue No. 2 - Capital Expenses for Tubac Arsenic Treatment Facility

Q.

A.

Do you have any additional concerns about Arsenic Treatment?

Yes. As this party was filing the initial Testimony in this case, it became obvious that the

Application did not contain rationale or adequate information to specify an Arsenic Treatment

Facility for the Tubac Water District. When submitting that testimony, this additional

background information was then requested from AAWC on 9 January 2009 via two data

requests. As of submission of this Testimony on 23 January 2009, the best response from

AAWC will be to provide its response on 20 February 2009.

During a Tubac community briefing by senior AAWC personnel in December 2009,

the proposed arsenic surcharge for rates and service charges were presented as follows:

Arsenic Basic Cost of Service $25.98 per residential customer

Volumetric rate $3.14 per 1,000 gallons

For various monthly water usage, the following Table 3-6 illustrates impacts of the Arsenic

charge on customer rates including both the Arsenic Cost of Service + volume usage charge.

Table 3-6. Impact of Arsenic Charges on Residential Bills
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1 1
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1 5

1 6

1 7

1 8

1 9

2 0

2 1

2 2

2 3

2 4

2 5

2 6
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2 8

2 9

3 0

3 1

3 2

3 3

3 4

3 5

There is strong support in Tubac for an anticipated and much less costly Point of Use

(POU) method of arsenic removal. The Company has yet to provide a Trade-off Study that

compares POU versus a "central plant" for this service area. It is reported that 100

residences already have POU reverse osmosis systems installed.

The local Santa Cruz Valley Citizens Council and various Homeowners' Associations

are reviewing and analyzing the ADEQ POU Program Guidance document. Additional

Company analysis is necessary. So far, nothing appears to be beyond reason to meet these

ADEQ program requirements in this service area, however, until a detailed, objective cost-

benefit analysis or comprehensive trade off study has been reviewed, consideration of the

first two, of the three ADEQ methods of arsenic remediation, (1) central plant, (2) POU, or

(3) bottled water, remains open in this water district.

•
Marshall Magruder
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4

*

3.3 Issue No. 3 - Consolidation of AAWC Water Districts

Q.

A.

Do you still support consolidation of AAWC Water Districts?

Yes. In addition, the Camelback Inn and Sanctuary's First Set of Data Request, included

copies of some prior testimonies by AAWC witness, Mr. Paul Herbert, received late

December 2008. In general, these testimonies support tiered rate structures and

consohdaUon.

Q.

A.

What do you see as being "rates" to consider for consolidation?

First, I feel that a complete consolidation is possible but will demand the closest oversight.

Second, I understand the Administrative 8< General (A8<G) overhead expenses have already

been consolidated throughout the Company.

Third, specific areas that should be consolidated include:

1. General & Administrative (completed)

2. Cost of Service and Volumetric Charges so that more tiers be deployed

3. Arsenic treatment costs

4. Taxes, including social security and Medicare

5. Service Line and Meter Installation Charge (to "actual cost")

6. Establish, Re-establish, and re-connect fees during regular and off hours

7. Water Meter Test, (if correct) and Re-read the Meter (that is good)

8. Non-Sufficient Funds to check charges and Late fees, Deferred Payment Finance

Charge, Residential and Non-Residential Deposit Interest on Deposits

In addition, the Company's Rules and Regulations (R8¢Rs), submitted, as a part of

this rate case, should also be consolidated. in respond to a Magruder Data Request, these

R8tRs have not been translated into Spanish.

Fourth, this rate case must include consolidation in as many of these areas as possible. An

example of consolidation impacts on smaller districts was presented earlier in Part I.

3.4 Issue No. 4 - Removal of Pre-Hearing AAWC Witness Training Expenses

Q.

A.

Have you found additional area that may impact the AAWC rate basis?

Yes. However, these will be sent to AAWC, in the next data request, just after this

testimony is submitted to the ACC.
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Q.

A.

Does this complete your testimony?

Yes.

Marshall Magruder
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$ 3.78
$ 4.85
$ 4.95

$ 1.89
$ 2.85
$ 3.41

First Tier ._ First 4,000 gallons
Second Tier - Next 16,000 gallons
Third Tier - Over 20,000 gallons

200% (3.78/1.89)
170% (4.85/2.85)
145% (4.95/3.41)

a.

c.

The Company's proposed lowest tier is 2.66 times the present lowest tier rate (3.78 - 1.89 =
2.66). When compared to the highest rate tier, the Company's highest tier is 1.42 (4.95 -
3.41 = 1.42) times the present and same tier. This proposed decrease in emphasis does
NOT encourage conservation as claimed by the Company, and it is obvious, this reduces
sending a price signal.

b. There is only a $0.10 change between tiers two and three, a minimal increase. This is NOT a
price signal.
As shown in Table MM-6-1 below, the revenue based on these rates is as follows.

2. Magruder's Proposed and Present Rate Structures.

The Magruder's proposed rate structure provides reduced rates for the lowest consumers, and
raises rates for the highest consumers.

Direct Testimony (Cost of Service and Rate Design) by Marshall Magruder
Docket Nos.W-01303A-08-0227 and SW-01303A-08-0227
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Appendix B

Exhibit MM-6

MONTHLY USAGE (BILLS) DATA FOR PRESENT AND PROPOSED
RESIDENTIAL RATES FOR TUBAC WATER DIVISION

This Exhibit provides a summary of data used to determine and compare the proposed
Magruder rate structure. This party proposes a multi-tier increasing and progressive tier-block
structure designed to encourage water conservation with increasing rates, especially for residential
customers (FL M1A, 5/8 8. 3/4 inch) and commercial (F2M1A, 5/8 & 3/4 inch) rate categories. Table
MM-6-1 shows the Magruder rate structure and the Company's present and proposed rate
structures. The tier structures have different emphasis. The Magruder rate structure starts at its
lowest tier at $1 .50 per 1,000 gallons that is $0.39 below the same tier in the present Company's
rates.

AAWC Present Rate Structure
AAWC Proposed Rate Structure
Magruder Proposed Rate Structure

Revenue
58 149,148.69
$ 266,568.34
$ 215,191 .50

Change in $
+ $ 0
+ $ 117,419
+ $ 65,043

in %
0%

+ 79%
+ 44%

For these two revenue classes (F1M1A and F2M1A), excluding growth, the Magruder rate structure
provides 44% more revenue for AAWC, using the philosophy and nearly linear rate increases as
customers use more water.

Company's Present and Proposed Rate Structures.

The Company's proposed rate structure is diametrically opposed to sending price signals to
conserve water.
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I i Table MM-6-1 provides the total revenue for three different rate structures, summarized as follows:
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Companv's Commodity Usage Present Proposed Proposed Chanqe



$ 1.89
$ 2.85
$ 2.85
$ 2.85
$ 2.85
$ 3.41
$ 3.41
$ 3.41
$ 3.41
$ 3.41

$ 1.50
$ 2.00
$ 2.50
$ 3.00
$ 3.50
$ 4.00
$ 4.50
$ 5.00
$ 5.50
$ 5.00

First Tier - First 4,000 gallons
Second Tier - 4,001 to 8,000 gal
Third Tier- 8,001 to 12,000 gal
Fourth Tier - 12,001 to 16,000
Fifth Tier .- 16,001 to 20,000
Sixth Tier - 20,001 to 24,000
Seventh Tier - 24,001 to 28,000
Eight Tier - 28,001 to 32,000
Ninth Tier - 32,001 to 36,000
Tenth Tier - above 36,001 gallons

- 31% (1 - (1 .50/1.89)
_ 29% <1 - (2.00/2.85)
_ 12% (1 - (2.50/2.85)
+ 5% (1 - (3.00/2.85)
+ 22% (1 - (3.50/2.85)
+ 17% (1 - (4.00/3.41)
+ 32% (1 - (4.50/3.41)
+ 46% (1 - (5.00/3.41)
+ 61% <1 - (5.50/3.41)
+ 76% (1 - (6.00/3.41)

3. Magruder's Proposed Rate Structure and AAWC Rate Structure.

When comparing the Magruder versus the proposed AAWC rates,
Magruder AAWC
Proposed ProposedMagruder's Commodity Usage

Magruder
ProDosed Change

$ 1.50
$ 2.00
$ 2.50
$ 3.00
$ 3.50
$ 4.00
$ 4.50
$ 5.00
$ 5.50
$ 6.00

$ 3.78
$ 4.85
$ 4.85
$ 4.85
$ 4.85
$ 4.05
$ 4.95
$ 4.95
$ 4.95
$ 4.95

First Tier - First 4,000 gallons
Second Tier- 4,001 to 8,000 gal
Third Tier - 8,001 to 12,000 gal
Fourth Tier- 12,001 to 16,000
Fifth Tier -. 16,001 to 20,000
Sixth Tier .... 20,001 to 24,000
Seventh Tier - 24,001 to 28,000
Eight Tier .- 28,001 to 32,000
Ninth Tier -. 32,001 to 36,000
Tenth Tier above 36,001 gallons

.. 152% <1 .- (3.78/1 .50)

.. 143% (1 - (4.85/2.00)
- 94% (1 -(4.85/2.50)
_ 62%(1-(4.85/3.00)
_ 39% (1 _(4.85/3.50)
... 24% (1 -(4.95/4.00)
_ 10%(1-(4.95/4.50)
+ 1% (1 -(4.95/5.00)
+ 10% (1 -(4.95/5.50)
+ 19% (1 -(4.95/6.00)

Table MM-6-1, compares the Magruder, Present and Proposed Rates and the Company's
Revenue for the progressive tiers.

Test Year Usage

and Bills
Magruder Proposal Company Present Company PROPOSAL

Usage

(x 1000
gallons

# of

Bills

Total

Usage

Proposed

Magruder
Rate

Proposed

Magruder
Revenue

Company

Rate

PRESENT

Company
revenue

Proposed

Rates

Proposed

Company
Revenue

Cum

Bills

oz)

Cum %

of Bills

(a) (b) (C) -
(a) x( b) (d) (e) : (C) x (d) (e) (f)=(0)X(6) (Q) (h) =(C)X(9) (i) =

(a) + (a-1)
(i) =

(i) / 5411
0 499 0 1.50 0.00 $1.89 0.00 3.78 0 499 9.2%
1 361 361 1.50 $ 541.60 $1.89 $682.29 3.78 $1 364.58 860 15.9%
2 338 676 1.50 $ 1 014.00 $1.89 $1 277.64 3.78 $2 555.28 1198 22.1%
3 338 1,014 1,50 $1,521.00 $1.89 $1,916.46 3.78 $3,832.92 1536 28.4%
4 320 1,280 1.50 $ 1,920.00 $1.89 $2,419.40 3.78 $4,834.40 1856 34.3%
5 299 1,495 2.00 $ 2,990.00 $2.85 $4,260.75 4.85 $7,250.75 2155 39.8%
6 283 1,698 2.00 $3 396,00 $2.85 $4,839.30 4.85 $8,235.30 2438 45.1%
7 274 1,918 2.00 $3 836.00 $2.85 $5,466.30 4.85 $9,302.30. 2712 50.1%
8 219 1,752 2.00 $ 3,504.00 $2.85 $4,993.20 485 $8,497.20 2931 54.2%
9 222 1,998 2.50 $ 4,995.00 $2.85 $5,694.30 4.85 $9,690.30 3153 58.3%
10 177 1 ,770 2.50 $ 4,425.00 $2.85 $5,044.50 4.85 $8,584.50 3330 63.5%
11 173 1 ,903 2.50 $4,757.50 $2.85 $5,423.55 4.85 $9,229.55 3503 64.7%

, gI • meer1 |_
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Maqruder's Commoditv Usaqe
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Table MM-6-1. Monthly Usage(bills) Datafor Present andProposed Rates
For the Tubac WaterDivision in the Test Year (2007), Residential and Commercial RateCategories.

(5l8 &3/4-inchF1M1A and F1 M2A).



Test Year Usage

and Bills
Magruder Proposal Company Present Company PROPOSAL

Usage

(x 1000

gallons)

# of
Bills

Total

Usage

Proposed

Magruder

Rate

Proposed

Magruder

Revenue

Company

Rate

PRESENT

Company

revenue

Proposed

Rates

Proposed

Company

Revenue

Cum
Bills

(Z)

Cum %

of Bills

12 138 1,656 2.50 $4,140.00 $2.85 $4,719.60 4.85 $8,031.60 3641 67.3%
13 150 1,950 3.00 $ 5,850.00 $2.85 $5,557.50 4.85 $9,45750 3791 70.1%
14 134 1,876 3.00 $5,628.00 $2.85 $5,346.60 4.85 $9,098.60 3925 72.5%
15 107 1,605 3.00 $4,815.00 $2.85 $4,574.25 4.85 $7 784.25 4032 74.5%
16 115 1,840 3,00 $5,520.00 $2.85 $5,244.00 4.85 $8,924.00 4147 766%
17 108 1,836 3.50 $5,426.00 $2.85 $5,232.60 4.85 $8,904.60 4255 78.6%
18 82 1,476 3.50 $5,166.00 $2.85 $4,206.60 4.85 $7,158.60 4337 80.1%
19 88 1,672 350 $5852.00 $2.85 $4,765.20 4.85 $8,109.20 4425 81.8%
20 77 1,540 3,50 $5 390.00 $2.85 $4,389.00 4.85 $7 624.30 4502 83.2%
21 74 1,554 4,00 $6 216.00 $3.41 $5,299.14 4.95 $7,692.30 4576 84.6%
22 57 1,254 400 $5,016.00 $3.41 $4,276.14 4.95 $6,207.30 4633 85.6%
23 50 1,150 4.00 $4,600.00 $3.41 $3,921 .50 4.95 $5,692.50 4683 86.5%
24 53 1,272 4.00 $5,088.00 $3.41 $4,337.52 4.95 $6,296.40 4736 87.5%
25 59 1,475 4.50 $ 6,637,50 $3.41 $5,029.75 4.95 $7,301.25 4795 88.6%
26 35 910 4.50 $4,095.00 $3.41 $33103.10 4.95 $4,504.50 4830 89.3%
27 51 1,377 4.50 $6,196.50 $3.41 $4,695.57 4.95 $6,816.15 4881 90.2%
28 39 1,092 4.50 $4,914.00 $3.41 $3,723.72 4.95 $5,405.40 4920 91.0%
29 30 870 5.00 $4850.00 $3.41 $2,966.70 4.95 $4,315.20 4950 91.5%
30 29 870 5.00 $44350.00 $3.41 $2,966.70 4.95 $4,315.20 4979 92.0%
31 24 744 5.00 $ 3,720.00 $3.41 $2,537.04 495 $3,682.80 5003 92.5%
32 26 832 5.00 $4,160.00 $3.41 $2,837.12 4.95 $4,118.40 5029 92.9%
33 21 693 5.50 $3,811.50 $3.41 $2,363.13 4.95 $3,430.35 5050 93.3%
34 25 850 5.50 $4,675,00 $3.41 $2,898.50 4.95 $4,207.50 5075 93.8%
35 22 770 5.50 $4,235.00 $3.41 $2,625.70 4.95 $3,811.50 5097 94.2%
36 27 972 5.50 $ 5,346.00 $3.41 $3 314.52 4.95 $4,811.40 5124 94.7%
37 13 481 6.00 $2,886.00 $3.41 $1,640.21 4.95 $2,380.95 5127 94.8%
38 23 874 6.00 $5,244.00 $3.41 $2,980.34 4.95 $4,326.30 5160 95.4%
39 18 702 6.00 $4,212.00 $3.41 $2,393.82 4.95 $3,474.90 5178 95.7%
40 18 720 6.00 $4,320.00 $3.41 $2,455.20 4.95 $3,542.40 5196 96.0%
41 19 779 6.00 $4 674.00 $3.41 $2,656.39 4.95 $3.856.05 5215 96.3%
42 7 294 6.00 $ 1,764.00 $3.41 $1,002.54 4.95 $1,455.30 5222 96.5%
43 11 473 6.00 $2,838.00 $3.41 $1 ,612.93 4.95 $2841.35 5233 96.7%
44 7 308 6.00 $ 1,848.00 $3.41 $1,050.28 4.95 $1,524.60 5240 96.8%
45 10 450 6.00 $ 2,700.00 $3.41 $1 ,534.50 4.95 $2,227.50 5250 97.0%
46 g 414 6.00 $ 2,484.00 $3.41 $1,411.74 4.95 $2,049.30 5259 97.2%
47 13 611 6.00 $ 3,666.00 $3.41 $2,083.51 4.95 $3,024.45 5272 97.4%
48 5 240 6.00 $ 1,440.00 $3.41 $818.40 4.95 $1 ,188.00 5277 97.5%
49 7 343 6.00 $ 2,058.00 $3.41 $1,169.63 4,95 $1.697.85 5284 97.7%
50 7 350 6.00 $2,100.00 $3.41 $1,193.50 4.95 $1,732.50 5291 97.8%
51 8 406 6.00 $2,436,00 $3.41 $1,384.46 4.95 $2009.70 5299 97.9%
52 7 364 6.00 $2 184.00 $3.41 $1 241.24 4.95 $1 801.80 5306 98.1%
53 6 318 6.00 33 1,908.00 $3.41 $1 ,084.38 4.95 $1 574.10 5312 98.2%
54 6 324 6.00 $ 1,94400 $3.41 $1 ,104.84 4.95 $11603.80 5318 98.3%
55 6 330 6.00 $ 1,980.00 $341 $1,125.30 4.95 $1 ,633.50 5324 98.4%
56 9 504 6.00 $3 024.00 $3.41 $1 718.64 4.95 $2,494.80 5333 98.6%
57 5 285 6.00 $ 1,710.00 $341 $971.85 4.95 $1,410.75 5338 98.7%
58 2 116 6.00 $ 896.00 $3.41 $395.56 4.95 $574.20 5340 98.7%
59 4 236 6.00 $1,416.00 $3.41 $804.76 4.95 $1 ,16820 5344 98.7%
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Table MM-6-1. Monthly Usage (bills) Data for Present and Proposed Rates
For the Tubac Water Division in the Test Year (2007), Residential and Commercial Rate Categories.
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Test Year Usage

and Bills
Magruder Proposal Company Present Company PROPOSAL

Usage

(x 1000

gallons

# of
Bills

Total

Usage

Proposed

Magruder

Rate

Proposed

Magruder

Revenue

Company

Rate

PRESENT

Company

revenue

Proposed

Rates

Proposed

Company

Revenue

Cum
Bills

(Z)

Cum %

of Bills

60 3 180 6.00 $ 1,080.00 $3.41 $613.80 4.95 $891.00 5347 98.8%
61 8 488 6.00 $ 2,928.00 $3.41 $1,664.08 4.95 $2,415.16 5355 99.0%
62 1 62 6.00 $ 372.00 $3.41 $211.65 4.95 $306.90 5356 99.0%
63 2 126 6.00 $ 756.00 $3.41 $429.66 4.95 $623.71 5358 99.0%
64 2 128 6.00 $ 768.00 $3.41 $436.48 4.95 $633.60 5360 99.1%
65 1 65 6.00 $ 390.00 $341 $221.65 4.95 $321.75 5361 99.1%
66 2 132 6.00 $ 792.00 $3.41 $450.12 4.95 $65340 5363 99.1%
67 3 201 6.00 $ 1,206.00 $3.41 $685.41 4.95 $994.95 5366 99.2%
68 3 204 6.00 $ 1,224.00 $3.41 $695.64 4.95 $1,009.80 5369 99.2%
69 2 138 6.00 $ 828.00 $3.41 $470.58 4.95 $683.10 5371 99.3%
70 3 210 6.00 $ 1,260,00 $3.41 $716.10 4.95 $1,039.80 5374 99.3%
71 1 71 6.00 $ 426.00 $3.41 $242.11 4.95 $351.45 5375 99.3%
72 3 216 6.00 $1,296.00 $3.41 $736.56 4.95 $1,069.20 5378 99.4%
73 1 73 6.00 38 438.00 $3,41 $248.93 4.95 $361 .35 5379 99.4%
74 3 222 6.00 $1,322.00 $3.41 $757.02 4.95 $1,098.80 5382 99.5%
75 1 75 6.00 $ 450.00 $3.41 $255.75 4.95 $371.25 5383 99.5%
76 2 152 6.00 33 912.00 $3.41 $518.32 4.95 $752.40 5385 99.5%
77 2 154 6.00 $ 924.00 $341 $525.14 4.95 $762.30 5387 99.6%
78 1 78 6.00 $ 468.00 $3.41 $265.98 4.95 $383.76 5388 99.6%
80 1 80 6.00 $ 480.00 $3.41 $272.80 4.95 $396.00 5389 99.6%
81 2 162 6.00 $ 972.00 $3.41 $552.42 4.95 $801 .90 5391 997%
82 2 164 6.00 $ 984.00 $3.41 $559.24 4.95 $811.80 5393 99.7%
83 2 166 6.00 $ 996.00 $3.41 $568.06 4.95 $821.70 5395 99.7%
84 1 84 6.00 $ 504.00 $3.41 $286.44 4.95 $415.80 5396 99.7%
86 1 86 6.00 $ 516.00 $3.41 $293.26 4.95 $524.60 5397 99.7%
87 2 174 6.00 $ 1,044.00 $3.41 $593.28 4.95 $861.30 5399 99.7%
97 1 97 6.00 $ 582.00 $3.41 $330.77 4.95 $48015 5400 99.7%
103 2 206 6.00 $1,236.00 $3.41 $702.46 4.95 $1,019.70 5402 99.8%
106 1 106 6.00 $ 636.00 $3.41 $361.46 4.95 $524.70 5403 99.8%
110 1 110 6.00 $ 660.00 $3.41 $375.10 4.95 $544.70 5404 99.8%
113 1 113 6.00 $ 678.00 $3.41 $385.33 4.95 $559.35 5405 99.8%
133 1 133 6.00 $ 798.00 $3.41 $453.53 4.95 $658.35 5406 99.9%
140 1 140 6.00 $ 840.00 $3.41 $477.50 4.95 $693.00 5407 99.9%
162 1 162 6.00 $ 972.00 $3.41 $55242 4.95 $801.90 5408 99.9%
191 1 191 6.00 $1,146.00 $3.41 $651.31 4.95 $945.45 5409 99.9%
221 1 221 6.00 $ 1,326.00 $341 $753.61 4.95 $1,093.95 5410 99.9%
232 1 232 6.00 $ 1,392.00 $3.41 $791.12 4.95 $1,148.40 5411 100%

5411 46,004 $186 952.50 $149 148.69 $266,568.34
Data in this table was from the AAWC Application, Schedule H, for columns (a), (b), (c), (e), (g), (i).
Column (d) is the Magruder proposed rate structure. Column (e) from multiplying (c) x (d), Column (f) from
multiplying (c) x (e); Column (h) from multiplying (c) x (g) and Column (j) by dividing the number of bills for
the usage in Column (i) divided by the total bills (5,411) in the Test Year, to determine the cumulative
percentage.
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Section 1 BACKGROUND AND INTRODUCTION

1.1
1.2
1.3

INTRODUCTION. See Part 1, page 5.1
PURPOSE OF TESTIMONY [in Part 11-
PURPOSE OF TESTIMONY in Part II.

See Part I, page 7.2
See Part H, page 7.

1.4

Q.

A.

PURPOSE OF TESTIMONY IN Part Ill.

What is the purpose of this Part III testimony?

The purpose is to provide rebuttal testimonial information for each issue with additional

evidence and details. The four Issues in Part I and Part Ii are and remain unchanged in Part

ii, unless specifically corrected or modified in this Surrebuttal Testimony.

Have you received timely and complete results during the discovery process?

In general yes; however, several responses involving arsenic measurements and remediation

facilities were received so late the planned detailed data analysis could not be accomplished.

Q.

A.

Can you explain this further?

Yes, It is important for the small Tubac Water District to remove the arsenic from its drinking

water. In February 2008, a prior exception to delay implementation was overturned by the US

Environmental Protection Agency (EpA), thus eliminating any delay to implement. We

understand a single arsenic reading exceeded 35 ppb triggered this EPA action. As shown in

Part I, our last two 2008 quarterly arsenic readings had an annual average reading of 24 and

25 ppb and 27 ppb was recently reported for the first quarter of 2009.3 Through a data

request by this party, additional measurements, standards, and other factors leading to up

determination since 1970 were requested, along with background information concerning an

arsenic treatment facility (ATF) in Tubac with service charges and volumetric rates, higher

than any other AAWC ATF.

Furthermore, background information about the much less expensive Point of Use

(POU) arsenic removal process was provided over a month after the request. Due to the

significant ratepayer cost differential between the POU and ATF proposed by AAWC in 2005,

detailed objective trade-study rationale for non-selection of the POU process was needed.

On 13 February 2009, significantly exceeding the data request response requirements in this

Rate Case's Procedural Order, it was received.
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2

3

Direct Testimony (Issues) of Marshall Magruder, dated 9 January 2009, hereafter Magruder Testimony
Part I.
Direct Testimony (Cost of Service and Rate Design) of Marshall Magruder, dated 23 January 2009,
hereafter Magruder Testimony Part ii.
These are AAWC letters to all Tubac Customers titled "Tubac Public Notice for Arsenic" each quarter.

1  x

A.

Q.

Marshall Magruder

Surrebuttal Testimony (Part III) by Marshall Magruder
Docket Nos. W~01303A~08-0227 and SW-01303A-08-0227

page 7 of 44 3 March 2009



\
\

¢

Part I
Section 2 - Issues in this Testimony - See Part I, pages 8-14.

Part ii

Section 3 - Cost of Service and Rate Structure Testimony -.See Part ll, pages 7 to 16.

Part Ill

Section 4 SURREBUTTAL TESTIMONY

4.0 ORGANIZATIONOF THIS TESTIMONY

Q. How is the testimony organized?

A. Section 4 contains the Surrebuttal Testimony in response to the company's Rebuttal

Testimony of 11 February 2009, additional testimony by other parties, proposed rate structure, cost

of service, and miscellaneous charges and fees and arsenic issues. The issues raised in Part l,

expanded in Part ll, continue. The Table of Contents is inclusive for all parts, as indicated prior to

page numbers. This Part Ill is the Surrebuttal Testimony of Marshall Magruder, In this Surrebuttal,

responses are provided for each AAWC rebuttal concerning my Part I and Part ll Testimonies,

1
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Q.

A.

Can you summarize your Surrebuttal Testimony?

My initial Direct Testimony Part I, I outlined four issues that were expanded in Part II.

Issue 1 - Conservation as a Significant Driver of Water Volumetric Rates. The

Company's Rebuttal failed to understand the importance of sending price signals as a way to

conserve water in Tubac and the other water districts. The RUCO and ACC Staff rate proposals had

weak price signals compared to that proposed by this party.

Issue 2 - Capital Expenses for Tubac Arsenic Removal Facility. The Company's

Rebuttal stressed the proposed Arsenic Cost Recovery Mechanism approach which is contrary to

rate consolidation (issue 3) as addressed in prior testimony by its witness. The Santa Cruz Valley

Citizens Council (SCVCC), a Santa Cruz Valley non-profit organization, in coordination with the

Company has submitted a request through Congresswoman Giffords for federal assistance for the

funding of this very expensive $2.3 million arsenic removal facility that would otherwise be paid

solely by the Company's customers in Tubac. The Company in coordination with the SCVCC is in

the process of requesting federal stimulus assistance through the Arizona Water Infrastructure

Facility (WIFA).

Issue 3 - Consolidation of AAWC Water Districts. Upon renew of RUCO's

comprehensive approach for service and commodity rate consolidation based on present rates,

prior American Water Company (AWC) testimonies, and AAWC's Rebuttal, there is consensus that

customers with the highest rates have much more significant rate reductions than the rate increases

Marshall Magruder
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experienced by those with lower rates. This party supports full rate and fee consolidations including

having the Company, RUCO, and ACC Staff submit a single set of Consolidated Rate Schedules,

based on the rates being proposed by each. l recommend that Consolidated Rates and Fees be

implemented for all five water districts and that the next AAWC rate cases these other water districts

be incorporated within revised Consolidated Rates and Fees in order to have fair and reasonable

rates throughout Arizona.

Issue 4 - Removal of Pre-Hearing AAWC Witness Training and Other Expenses. The
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Company has removed from its rate case costs the $10,000 requested for such training but then

added another $10,000 to its Rate Case expenses. In my opinion, AAWC should have included

Consolidated Rates as its first approach, based on evidence discussed in Issue 3 above, as a

routine business practice in preparation for this rate case. This is not a new, unexpected expense.

Marshall Magruder

Surrebuttal Testimony (Part III) by Marshall Magruder
Docket Nos. W-01303A-08-0227 and sw-01303A-08-0227

page 9 of 44 3 March 2009



Commodity Usage
Tiers

Magruder
Proposed

Rates

Company
Present
Rates

Company
Proposed

Rates

RUCO
Proposed

Ratess

ACC Staff
Proposed

Rates7
First 4,000 gallons $1.50 $ 1.89 $ 3.78 $3_4125 $2.76

4,001 to 8,000 gallons $ 2.00

$ 2.85 $ 4.85 $ 4.3785 $3.908,001 to12,000 gallons $ 2.50
12,001 to 16,000 gallons $ 3.00
16,001 to 20,000 gallons $ 3.50
20,001 to 24,000 gallons $ 4.00

$ 3.41 $ 4.95 $ 4.688 $4.98
24,001 to 28,000 gallons $ 4.50
28,001 to 32,000 gallons $ 5.00
32,001 to 36,000 gallons s 5.50

Above 36,001 gallons $ 6.00

I I
[

•

4.1 ISSUE no. 1 1 CONSERVATION AS A SIGNIFICANT DRIVER OF
WATER VOLUMETRIC RATES

A.

4.1.1 Response to AAWC Mr. Broderick Rebuttal.

Q. Did the Company understand the Magruder proposal to conserve water with a multi-

tiered ratestructure? .

No. For example, in the Company's Rebuttal Testimony by Thomas Broderick, he

questioned, "Mr. Magruder wants the third pricing block for Tubac to be very expensive.114

Q.

A.

Do you consider your highest rates to be "very expensive"?

Based on comparison with other local rates and prior AAWC rate requests, not at all. Let me

explain where Mr. Broderick and l have differences.

As was shown in Table 3-1 of the Magruder Testimony Part II, repeated below with

proposed RUCO and ACC staff recommendations is included as Table 4-1. The Company

proposed a nearly continuously flat rate structure after the first 4,000-gallon block with only a

10-cent difference, from $4.85 to $4.95, starting at 20,000 gallons.5 The highest rate, l have

proposed is at $6.00/1000 gallons, only $1.05 higher than that proposed by the Company.

Table 4-1. Present and Updated Proposed Tubac Residential Rate Schedules.
[in consumer cost per7,000gallons for 5/8 and 3/4-inch meters]

The rate of $6.00/1000 gallons is considerably less than another local water company

discussed in Part l of the Magruder Testimony, where the volumetric rate for consumption
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Rebuttal Testimony of Thomas A. Broderick,AAWC,dated 11 February 2009, hereafter Broderick
Rebuttal, page 17 at 14-15.
Magruder Testimony Part ll, on page 11 at 1 to 10. A correction was made in the last two tiers blocks.
Direct Rate Design Testimony of Rodney L. Moore, RUCO, 20 January 2009, hereafter Moore Rate
Design Testimony, Schedule RLM-RD-1, page 1.
Direct Testimony of Marvin E. Millsap, ACC staff, 20 January 2009, hereafter Millsap Testimony, Table
MEM-1, page 1.
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over 4,001 gallons/month is $10.00/1000 gallons and for consumption over 15,001 gallons is

$20.00/1000 gallons. 8. These rates might be considered "expensive."

It is noted, that the Company in 2002, proposed an even higher rate for the third tier of

$6.0022/1000 gallons when consumption was 20,000 gallons or higher.9

Q.

A.

What else did Mr. Broderick not understand about your Proposed Rate Structure?

He continued with a statement that completes his lack of understanding the proposed

volumetric rate structure:

"Higher use water consumers in Tubac are price sensitive and drill private wells to
fully or partially bypass our system. Even though these wells are expensive, we saw
a number of new wells drilled several years ago when the topic of the cost of arsenic
facility f irst came up. Since most of our costs are fixed costs, such dramatic
conservation only serves to raise rates later for the remaining customers."1°

First, if the Company complied with the provisions of A.R.S. §45-454C, then new

"exempt" wells may be able to be drilled within 100 feet of or inside the boundary of the

Tubac service area after 1 January 2006.11 The Company has not requested from ADWR

that new wells be prohibited in this area. New wells can still be drilled today. See Appendix B

for Magruder Exhibit MM-7 for A.R.S. §45-454.

Second, as noted in the above quote, it was the "cost of arsenic facility" and not the

volumetric cost of water that was the most significant factor for drilling these new wells.

Third, these wells were not a "conservation" measure but an action that fears of the

exorbitant plans by the Company for rates exceeding $200/month, miscommunications with

the public, and installations of reverse osmosis filters to avoid arsenic by many customers

were causes for these. In my opinion, these were fruitless and wasteful drilling measures. If

only the Company had handled this historic drilling event in a wiser manner.

Fourth, the nearly horizontal proposed rate structure has NO price signal impact for

customers, and without a price signal, using other means to make customer behavioral

changes to conserve water will be less effective.'2

Fifth, Mr. Broderick misunderstood the significance of the conservation changes

proposed by the multi-tiered Magruder rate structure, that is, lower usage consumers will
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8

g

10

11

12

Magruder Testimony Part I, page 9 at 25 to page 10 at 27, and Exhibit MM-2, page 25 at 7 to 9.
See ACC Docket No. WS-01303A-02-0867, et al, AAWC Application, proposed Schedule 10.
Broderick Rebuttal, p. 18 at 16 to 20.
Interview by Marshail Magruder of Alejandro Barcenas, ADWR Director Santa Cruz AMA, at ADWR Office
in Nogales, Arizona, on 25 February 2009, hereafter Magruder-Barcenas Interview. There are some
exceptions for the subsection 45-454C prohibition against new exempt wells after 1 January 2006, in
particular subsections 45-454, E, F, and l, provide limited exceptions that could only rarely be applicable.
This is discussed in more detail later.
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see their volumetric rates lowered and while higher usage consumers will have their

volumetric rates increased as a deliberate conservation measure.

In summary, the proposed rate structure does NOT promote conservation, in an Active

Management Area, where future growth is limited based on the SCAMA requirements to

maintain sustainability in water resources as required by the Santa Cruz Comprehensive

Plan, Water Resources Element, where "water supplies are protected and conserved.ma

Q.

A.

Can AAWC prevent drilling new wells in its Tubac service area?

Definitely, yes and it should. This was discussed during an interview with Mr. Alejandro

Barcenas, the Arizona Department of Water Resources (ADWR) Director of the Santa Cruz

Active Management Area. He said ADWR needs a request from the Company to prohibit

new well drilling in or within 100 feet of its service area, as permitted by A.S.R. §45-454C.

This request needs to include a digital map of its service area with the application. He also

said that the adjacent Baca Float Water Company, with a similar customer base, has

prohibited any future well drilling in its service area.'4

Is it correct to summarize this testimony that Mr. Broderick's rebuttal offered no

evidence that using higher rates for highest consumers and lower rates for the lowest

consumers would not benefit real water conservation in the Tubac service area?

That is correct.

Do you have other testimony concerning use of rates to promote water conservation?

Yes. In an American Water Company-New Jersey rate case, AWC and AAWC's witness in

this case, testified and provided a "conservation plan" to be used an a pilot program. He

proposed a three-tier rate structure with the first 4,000 gallons at 10% less than the

proposed 14.3% rate increase, from 5,000 t̀o 10,000 gallons at 5% higher than the proposed

28.3% rate increase, and above 10,000 gallons at 15% higher than the proposed 31% rate

increase. This steepens the rate curve, which is exactly what this party has proposed.15

We differ not in principle but only in the slope of the curve and number of tiers.
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13 Magruder Testimony Part I, Exhibit MM-3, The 2005 Santa Cruz County Comprehensive Plan -. Water
Resources Element, pages 26 to 29. For a county the size of Santa Cruz County, this is an optional plan
element cutwater is so important that it was included. For example, the hydrological conditions in the
SCAMA are unique,
Magruder-Barcenas Interview, 25 February 2009.
Direct Testimony of Paul R. Herbert, before the New Jersey Board of Public Utilities, in the matter of the
Joint Petition of New Jersey-American Water Company, Inc., Approval of Increased Tariff Rates and
Charges for Water and Sewer Service, Exhibit PT-12, hereafter, Hubert NJ-AWC Testimony, Conservation
Rate Pilot Program section, pages 14 to 15, in Appendix B, as Magruder Exhibit MM-8.

Q.

A.

A.

Q.

14
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Q.

A.

Why do you support ten-tiers instead of the traditional three-tier rate structure?

To make a clear price signal obvious to a consumer and, most important, a signal for a

consumer to make the change(s) in behavior to lower consumption in order to reach the next

lower-tiered rate. If it is not possible to reach a lower tier or that the rate difference for

meeting that tier is insignificant, then consumers have no reason to save money by

conserving water.

Due to the critical differences in water resource available between New Jersey and

Arizona, the slope of this curve needs to be much steeper to really conserve water. This is

why proposed rates increasing every 4,000 gallons at $0.50/1000 gallons, starting at

$1 .50/1000 gallons and increasing to $6.00/1000 gallons when consumption exceeds

36,001 gallons in a month.

The slope of increasing commodity rates for this approach continues to increase with

more consumption instead of minor three-stepped rate changes proposed. When using just

three steps, for a customer to move from the third tier to the first requires, in the NJ plan,

only 5,000 gallons, however, in the AAWC proposed three-tier approach, a change of

several times a 4,000 gallon block consumption is required to make a significant change in

rates. Customers can change consumption 4,000 gallons but to make leaps over 10,000

gallons may not be even feasible for some consumers. Also, looking at the Chi-squared

distributions, the "long tail" needs "price signals" for individuals to make behavior changes

(to conserve) and none of the AAWC "tiers" have such signals, other than the extremely long

tail already found in the Paradise Valley five-tier rate structure. Maybe another five or more

tiers for the Paradise Valley consumers might send price signal to that water district.

Q.

A.

What else should be done to help Consumers Conserve water?
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In my opinion, the terms "water conservation" and "water efficiency" are needed to separate

the human actions, e.g., changing in behavior, from means to improve the efficiency of water

use. The later, water efficiency, uses physical devices to both help the human change

behavior or to restrict water usage. Conservation involves human behavior changes that are

usually limited being measured by subjective means while efficiency improvements involve

elements that have cost and can thus be better and objectively evaluated with measures

such as cost-to-benefit ratios.

The Company's water conservation program includes classic conservation measures

(which rd term as 'water efficiency" measures), including literature, low-flow showerheads

and yard water sprinklers, leak detector tablets, yard watering guides, and other low-cost

enticements to reduce water usage. These measures enhancewater conservation and

Marshall Magruder
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must continue, because these "tools" may provide a physical signal to consumers to save

water by being more efficient.'6

Unfortunately, the basic laws of supply and demand have found that "cost" has been

proven as an effective way to facilitate long-lasting customer behavioral changes leading to

less water demand, Ag., also known as conservation.

Do you still believe conservation is necessary for a fair and reasonable rate

structure?

Absolutely, yes. The facts presented in Part II remain valid" that support this issue in Part I

as water conservation and sustainment are both critical State of Arizona and Santa Cruz

County objectives. Water conservation has been stated also to be an objective of AAWC.

18

Do you recommend the Commission approve rate structures designed to conserve

water?

Yes. We must design, in Arizona, all water rate structures to conserve this diminishing

natural resource. Ground water, which is being depleted at high rates throughout the state,

cannot be replenished to sustain adequate water resources for future generations. There is

no part of Arizona that is sustaining its water resources other than the Santa Cruz Active

Management Area, which has only ground water available, and limits our maximum growth.

Parts of the Tucson AMA are depleting water at the rate of 4-feet a year, or almost 1-inch a

week, with subsidence cracks and land deformations. This is why the Santa Cruz AMA must

sustain its water flow to the Tucson AMA is to not dry up a critical water input to the deep

Tucson aquifer.

The Commission must consider using rate design with steep rate change slopes and

more rate block tiers to send clear price signals to consumers to conserve water for the

future of our community and our state.
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16 Using the electricity terms from the DOE Demand Side Management dictionary, the electricity terms
"conservation", "energy efficiency" and "demand side management (DSM)" were defined to put measures
that involve customer behavior changes (conservation), equipment used by consumers to improve
efficiency (energy efficiency), and actions by the utility to reduce demand (DSM), then programs can be
described as conservation, energy efficient, or DSM. Conservation measures have no direct costs and
include rate design, energy efficiency measures do have costs including equipment, literature, and
customer usage displays. DSM requires the utility to take actions.
Magruder Testimony Part ii, Section 3.1, pages 7 to 14 with Exhibits MM-6, pages 17 to 20.
Magruder Testimony Part i, Section 2.1, pages 8 to 11 with Exhibits MM-1 to 3, pages 23 to 29.
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A.

Are you adding too many tiers, with ten instead of the three orup to six tiers (Paradise

Valley) used in the other water districts?

In my opinion, the answer is no.

As presently structured, the Company's rate structure has only two price-break points, at

4,000 and 20,000 gallons per month. From Table MM-6-1 (Exhibit MM-6), we see that 34.3%

of the customer's bills during the test year are for 4,000 gallons or less. When we look at

consumptions at the Company's second tier break-point of 20,001 gallons, over 83.2% of the

customers bills have been included the first two tiers. The Company's third tier contains

16.8% of the remaining customers, and these customers, the highest-water users.

The Company's three-tier approach fails to provide any PRICE SIGNALS for almost 60%

of the ratepayers in its second tier. This rate structure defect, by exclusion of observable

price signals to customers, needs correction action in this rate case. The purpose of this

approach is conservation of this precious and diminishing natural resource.

Price Signals must be observable in order to be observed by customers, to conserve

water, the goal of this process. None of the proposed schemes meet these criteria.

'Lu
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4.2 Issue No. 2 CAPITAL EXPENSES FOR THE TUBAC
ARSENIC REMOVAL FACILITY

4.2.1 Response to AAWC Mr. Broderick Rebuttal.19

Q.

A.

What were the points made in Mr. Broderick's Rebuttal?

His rebuttal states "Mr. Magruder (Direct Testimony pages 11-12) opposes an Arsenic Cost

Recovery Mechanism (ARCM), in part, because the Arsenic RemoVal (or Treatment) Facility

in not under construction and outside the Test Year."

As shown in Issue 3 (Rate Consolidation) herein, there should never have been any

ARCM cases, any additional charges or assessments because they cause perturbations for

small and even large entities. All water districts are similar and periodically require new

capital equipment, none of which is inexpensive. When spread across a large company,

these asynchronous capital spikes level out. After reviewing Mr. Hebert's testimony, 20 it is

patently unfair and not reasonable to have ever created a discriminatory funding ARCM.

It is still true that an Arsenic Treatment Facility (ATF) has not been authorized for the

Tubac water district as no rebuttal testimony has claimed otherwise. It is also true that this

capital project is outside the test year.

Do you recommend that the ARCM process be discontinued?

Yes. The Basis for discontinuing ARCM is presented in the Consolidated Rates (issue 3) in

paragraph 4.3 of this testimony, as a single capital project, such as this, is neither fair nor

reasonable for a small water district. Obviously, I support complete Rate Consolidation for all

five water divisions in this rate case.

Have there been any changes in potential funding for the Tubac ATF?
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A. Yes and these have significant potential to greatly reduce or eliminate the cost of the Tubae

ATF. These are changing, almost everyday, and as of this testimony, are summarized as

follows:

a. The Santa Cruz Valley Citizens Council (SCVCC), a non-profit IRS section 501(c)3 tax-

exempt organization, in cooperation with the Company has submitted a request through

Congresswoman Giffords for federal assistance for the funding of this very expensive

Broderick Rebuttal, page 17 at 21 to 18 at 13.
See Appendix B, Magruder Exhibit MM-8 and paragraph 481 herein for the AWC testimony by Mr.
Herbert for Rate Consolidation.

A.

Q.
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$2.3 million arsenic removal facility that would otherwise be paid solely by the

Company's 5:32 customers in Tubae.

b. The Company, in coordination with the SCVCC, is in the process of requesting federal

stimulus assistance through the Arizona Water Infrastructure Facility (WIFA).

c. Locally, we are comparing various arsenic treatment facility costs, such as that at the

local Baca Float Water Company's ATF. Baca Float's service area boundary is along

that of AAWC's boundary, and its operational capabilities meet the demand for some

500 customers, very similar and compatible to the AAWC Tubac Water Division.

Were you able to conduct an analysis of arsenic and other minerals in Tubac water?

No. The original data request was timed so that at least two weeks could be devoted to

detailed analysis, comparison of options, and determination of trends and statistical analyses

to either support or be used to deny overturning the February 2008 EPA letter that removed

our three-year exemption. The receipt of a response on 13 February 2009 from a data

requests submitted on 9 January 2009 and 15 January 2009 was not satisfactory. I even

submitted a "Discovery Dispute"21 on 30 January 2009 to the ALJ, the Company and the

active parties (RUCO and ACC Staff), without any response from the ALJ.

l as not able to conduct the planned analysis in late January due to known schedule

conflicts in February, as l am a Senior Tax Advisor Level Ill for H8<R Block. The first two to

three weeks in February are defined as "peak" in this profession, when 14+ hour days are

the norm.

Q.

A.

Did you receive the Point of Use (POU) Information from AAWC in a timely manner?

No. That data request was dated 15 January 2009 and, like the arsenic data, the Company's

response not received until 13 February 2009. I do have a response below; however, time

has passed for me to use that data for the purpose intended, as I knew my work schedule

would have permitted the planned analysis earlier than when received.

Q.

A.

Do you have any additional concerns about proposed rates for Arsenic Treatment?

When compared to all other water districts, the planned costs for this service are the highest

in the Company, with an Arsenic Basic Cost of Service at $25.98 per residential customer

and a commodity or volumetric rate of $3.14 per 1,000 gallons.
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21 Notice of Filing a Discovery Dispute between Arizona-American Water and Marshall Magruder, dated 30

January 2009.
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As shown in Part II, Table 3-622, a customer using 10,000 gallons per month, which is

less than average, will have a bill of $134.10 compared to $44.34 under the present rates.

An average resident uses t 1,797 gallons per month. This bill only includes the proposed

service and volumetric rate increases in this docket and the proposed ACMR impact. There

are additional capital costs expected to include a storage tank, new mains between Well No.

4 and Well No. 5, and required equipment replacements.

This is a 302.4% rate increase when arsenic treatment is included!!

It should be obvious why our community is so concerned.

22 Magruder Testimony Part II, Table 3-6, Impact of Arsenic Charges on Residential Bills, page 15.
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Q

4.3 Issue No. 3 1- RATE CONSOLIDATION FOR ALL AAWC WATER DISTRICTS

Q.

A.

Do you still support consolidation of all the AAWC Water Districts?

Yes. The Camelback Inn and Sanctuary's First Set of Data Request and Company's

response included prior testimonies by AAWC witness, Mr. Paul Herbert's that supported

rate consolidation.23 This is not a single or a selected group of water districts issue. All

water districts should be consolidated into a single tariff for all water districts and one single

tariff for all sewage water districts throughout the entire Company.

In general, all RUCO, ACC Staff Direct and AAWC Rebuttal testimonies support tiered

rate structures and rate consolidation. There were no recommendations against

consolidation; however, the level or degrees of consolidation are where differences lie.

These differences will be discussed, as the ultimate decision on the Rate Consolidation

issue, in my opinion, has the most significant impact on ratepayers than any other issue in

this Rate Case.

4.3.1 Response to AAWC Mr. Herbert Prior Testimony.24

Q.

A.

How did Mr. Herbert define "consolidation"?

In his New Jersey testimony, he used a different term, "rate equalization", which was defined

as follows:

"Rate equalization or single tariff pricing is the use of the same rates for the
same service rendered by a water company regardless of the customer's
location."25

What basis did Mr. Herbert use to define "rate equalization" (consolidation)?

Again, in his New Jersey testimony, he made this very clear as follows:

"Rate equalization is based on the long-term rate stability which results from a
single tariff, the operating characteristics of the tariff's groups, the equivalence of
services offered, the cost of service on a tariff group basis, and the principle of
gradualism."

How can rate equalization, as explained by Mr. Herbert, provide long-term stability for

several areas?

His New Jersey testimony describes the Arizona situation, as follows:
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23 Hubert NJ-AWC Testimony, Rate Equalization section, pages 16 to 19, which is in Appendix B, as
Magruder Exhibit MM-8.
Herbert NJ-AWC Testimony.
ibid. Page 16 at 10 to 12.
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"Utility customer rates are dependent on the total expenses and rate base of the
utility and the amount of the commodity which the utility sells. Changes in rate base,
particularly, as the result of the Safe Drinking Water Act, have significant potential for
adversely impacting the rates for certain areas within a utility.

"The ability to absorb the cost of such projects over a larger customer base is a
compelling argument in support of rate equalization. Capital programs will never be
uniform in the several operating areas, even over periods of 5 to 10 years. The cost
of specific programs should be shared by all customers rather than burdening those
of the affected areas. Rate increases will be more stable and major increases in
specific tariff groups will be avoided."26 [underlined for emphasis]

What impact would Mr. Herbert's approach above have on this AAWC Rate Case?

First, this would consolidate all capital and other costs into one account, shared equally

using one set of rate categories for all customers.

Second, this would "equalize" or level out, the ups/downs in all AAWC water districts.

Third, this also reduces the rate complexity found in these six very divergent, non-

coordinated, and discombobulated rate cases to one rate base and case for all customers.

Fourth, by combing ledgers into a consolidated ledger, accounting would be easier, the

Company's administrative costs lower, and thus reduce long-term ratepayer costs.

In summary, this approach presents a fair and reasonable methodology to share capital

and other costs across all similar customers. If Consolidated Rates were fully implemented,

as recommended by Mr. Herbert, all customers and the Company benefit. The Commission

and RUCO also benefit by being able to concentrate on one set of books instead of many.

Separation of "water" and "waste water" into two tariffs is assumed .

How does Mr. Hebert's "rate equalization" handle different operating characteristics in

several areas?

Mr. Herbert discusses this in terms of similarities, as follows:

"There are many similarities in the manner in which the several areas [such as
Arizona water districts] are operated. All the systems pump their treated water
through transmission lines to distribution areas that include mains, booster pump
stations and storage facilities. All of the areas rely on a centralized work force for
billing, accounting, engineering, administration, and regulatory matters. All of the
areas rely on a common source of funds for financing working capital and plant
construction. Inasmuch as the costs of operation are related to functions in which the
operating characteristics are the same, the use of equal rates is supported.H27

Mr. Herbert has shown that operational and maintenance activities are, in general, similar for
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the long-term, thus consolidation is appropriate. In fact, most of these functions are already

Ibid. Page 16 at 17 to page 17 at 4.
Ibid. Page 17 at 5 to 14.
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Q.
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consolidated by AAWC; however, they are then "De-consolidated," using traditional formulae,

to allocate these costs to back to various AAWC water and sewage water divisions.

Q.

A.

Does Mr. Herbert explain how equivalence of offered services supports consolidation?

He provides directly applicable evidence that noncontiguous service areas, such as the

AAWC districts, should consolidate rates, by stating:

"The use of the same rates in a utility with noncontiguous service areas is supported
by the equivalent service rendered in each area. Although there would be
considerable debate with respect to the equivalency of the service rendered to
different customer classifications, there is no question that the service rendered to a
residence in one area is the same as the service rendered to a residence in another
area. Residential customers are relatively consistent in their uses of water: cooking,
bathing, cleaning and other sanitary purposes, and lawn sprinkling. If customers use
water for the same purposes, the service offering is the same and should be priced
accordingly. Thus, from this perspective, there is no basis for charging different
prices to customers in different areas."28 [underlined for emphasis]

Do variances in allocated costs of the tariff groups warrant the use of separate rate

schedules?

He stated:

"No, they do not. Charging one group of customers' higher rates because they may
be served by a newer plant whose original cost exceeds that of other plants as a
result of inflation is not logical. The concepts previously discussed outweigh this
consideration and justify the goal of moving toward a single tariff. The electric
industry reflects such concepts when it serves customers in geographically dispersed
areas. A kilowatt-hour delivered in one area has the same price as a kilowatt-hour
delivered in another area despite the fact that cost of service studies could be
performed to identify differences in the cost of providing service to customers classes
in different regions."29

There is a recent Arizona precedence for Mr. Herbert's comments concerning consolidation

of electric rates. In the UNS Electric rate case, the residential and small business rates in

Mohave and Santa Cruz County were consolidated, to eliminate decades of higher rates in

the smaller county, as I testified there "is no valid basis for continuing separate rates.
H 30

Does Mr. Herbert have other costs of service considerations that support rate

consolidation?
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Yes. The Company [including Arizona-American] has taken a number of steps in
recent years to centralize and consolidate its operations. Common costs which must
be assigned or allocated to each operating area to establish tariff group revenue

28

29

30

ibid. Page 17 at 15 to 24.
Ibid. Page 18 at 1 to 10.
See ACC Docket No. E-04204A-96-0783 and ACC Decision No. 70360 of 27 May 2008, page 53 at 14.

'no

A.

Q.

A.

Q.
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requirements include management fees, corporate headquarters costs, office costs,
customer service costs, depreciation expense developed on the basis of Company-
wide depreciation rates and income tax expense based on total Company financing
and tax provisions. The allocation of common costs, while reasonable, are subject to
judgment and may not result in the development of tariff group revenue requirements
which reflect precisely the cost of serving each area."31

Q.

A.

How will demographic factors be considered to support rate consolidation?

Mr. Herbert discusses how a single tariff will result in higher rate increases in areas where

the rates are lower." Conversely, a single tariff will have smaller rate increases in areas

where rates are higher. This balancing, equalizing or consolidation, makes rates fair and

reasonable.

Q.

A.

Does Mr. Herbert summarize his rate equalization analysis in this testimony?

He supports rate equalization (consolidation) but suggest that it be done using gradualism

principles, that is, over several rate cases. This will be further discussed in my conclusion

and recommendations below. He specifically stated:

"Rate equalization is appropriate for New Jersey-American. Such pricing is
supported by considerations of the benefits of sharing the impact of capital programs
on a Company-wide basis, the significant majority of common costs, the equivalent
service rendered, electric industry precedent and the per capita income of affected
communities. The best interests of the customers are served through gradualism by
continurgg to implement rate equalization during this case and in subsequent
cases,"

Why have you included so much of Mr. Herbert's prior testimony in this case?

Mr. Herbert is a witness for AAWC and providing his excellent background testimony shows

that he is one witness that has Company-experience in this matter, and supports

consolidation of _am financial and operational aspects for gt water districts. Whether he will

support consolidation of water and sewage water districts will be answered soon, hopefully in

the Company's Rejoinder.

4.3.2 Response to RUCO Mr. Rodney Moore Direct Rate Testimony,34

What did Mr. Moore present concerning Rate Consolidation?

31

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

32
Herbert NJ-AWC Testimony, page 18 at 11 to 19.
Ibid. Page 18 at 21 to page 19 at 11. Mr. Herbert uses specific New Jersey demographics; however,
testimony by Mr. Moore in paragraph 4.3.2, and Mr. Broderick in paragraph 4.3.3, below, tailors
consolidation impacts to Arizona.
Ibid. Page 19, at 12 to 19.
Moore Rate Design Testimony, pages 4 and 5, Exhibit B, Rate Consolidation.
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A. A summary of his testimony is given below. Mr. Moore calculated consolidated rates based

on his comprehensive review of the present and Company's proposed rate structures. He

precluded the Paradise Valley Water District's rate structure because it had five breakout

points (tiers) while the others all had three tiers.

His analysis included adjusting the bill determinates to a common set of tiers and similar

break-over points; he used a weighted average calculation to determine a single

consolidated rate and to determine a single consolidated customer charge

For each customer class, meter size, and commodity usage tier, his consolidated rate

design generated the same aggregate revenue as the combined recorded test-year

revenues from each of the five water districts and their distinctive, unconsolidated rate

designs. He then refined the single consolidated rate to accurately proportion revenue

generated between residential and commercial ratepayers to reflect the test year values. He

further created different monthly rates using the same meter size and different commodity

charges for the same consumption." His approach was comprehensive and directly relevant.

Q.

A.

What were the results Mr. Moore determined for a Consolidated Service Charge?

In his table of consolidated rate design, he compares service charge rates for each district

with his calculated Consolidated Charge of $9.59 compared to $15.59 by the Company as

shown in Table 4-2 below for residential 5/8 and %-inch meters.
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This table contains the "service charges" using the AAWC present rates, the RUCO

proposed rates, AAWC proposed rates, and ACC Staff proposed rates. These vary between

$8.75 (present Mohave) to $ 32.50 (AAWC proposed Tubac). Mr. Moore (RUCO) determined

a consolidated service charge, using the detailed and comprehensive criteria described

above, at $9.59 (using present rates) while Mr. Broderick (AAWC using proposed, different

districts, etc. as discussed in 4.3.3 below) determined a consolidated service charge, using

different criteria than Mr. Moore, at $ 15.59.

Using the consolidated service charge value of $9.59, under Mr. Moore's present rates,

we see decreases for Tubac (~$10.09), Havasu (-$8.19), and Agua Fria (-$0.86) and slight

increases for Sun City West (+$0.02) and Mohave (+$0.85).36 Using Mr. Broderick's

consolidated service charge value of $15.59, using the proposed rates, we see decreases for

Tubac (-$16.91), Paradise Valley and Havasu (-$12.41), and increases for Agua Fria and

Sun City West (+$0.59) and Mohave Water (+$3.59).

Moore Rate Design Testimony, page 4 at 18 to page 6 at 11.
Mr. Moore did not include Paradise Valley in his determination for consolidated rates because there are
five tiers while the others all had three tiers for 5/8 and %-inch residential customers.

35
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Consolidated
Service Charge

(RUCO)

37AAWC Present Rate Design

Agua Fria Sun City
West Tubac Havasu Mohave

Water
Paradise
Valley

8$ 9.59
$ 10.45 $ 9.57 $ 19.68 $ 17.40 $ 8.75 $ 25.18

5RUCO Proposed Rate Design
$11.87 $ 13.81 $ 29.34 $ 25.66 s 10.30 $ 26.68

Consolidated
Service Charge

(AAWC)40

41AAWC Proposed Rate Design

Agua Fria Sun City
West Tubae Havasu Mohave

Water
Paradise

Valley
$28.00$ 15.59 $ 15.00 $ 15.00 $ 32.50 $ 28.00 $ 12.00

Consolidated
Service Charge

(Acc staff)4

43ACC Staff Proposed Rate Design

Agua Fria Sun City
West Tubae Havasu Mohave

Water
Paradise

Valley
Not located $ 14.55 $ 15.30 $ 28.73 $ 24.54 $ 9.10 $ 28.00

Did Mr. Moore consolidate commodity (volumetric) usage?Q.

A. Yes. As sated above, he did more than just combine and average, by determining a common

three-tier rates for residential customers (5/8 8< 3/4-inch) and two-tiers for all other customer

categories. Table 4-3 compares this residential rate category using his three rate tiers for

first 4,000 gallons, next 10,000 gallons (to 14,000), and over 14,000 gallons.

Commodity Usage
(at $11000 gallons)

AAWC Present Rate Design44
RUCO

Consolidated
Rate

Agua Fria Sun City
West

Tubae Havasu
Mohave
Water

First 4,000 gals $1 .2443 $1 .5398 $13092 $1 .8900 $16802 $0.8500
Next 10,000 gals. $2.0757 $2.2198 $1 .7442 $28500 $2.1852 $1 .3000
Over 14,000 gals. $2.3270 $2.6468 $20102 $3.4100 $25000 $1 .5000

37

38

39

40

41

42

44

Millsap Testimony, pages 3 to 17.
Includes five water districts and excludes the Paradise Valley water district.
Moore Rate Design Testimony, Schedules RLM-RD1 for each water district, page 1, line 1.
Broderick Rebuttal, page 18 at 25 and table on last page (not numbered) of rebuttal,
Millsap Testimony, pages 3 to 17.
This party was unable to locate any Acc Staff testimony for a consolidated service charge rate.
Millsap Testimony, pages 3 to 17.
Millsap Testimony, pages 3 to 17.
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As stated above by Mr. Hebert, the highest rates will see the largest decreases and the

lowest rates, the smallest increases when consolidating.

Table 4-2 Consolidated and Unconsolidated Service Charges for
Residential 5/8 and 3/4-inch meters.
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Table 4-3 RUCO Consolidated and Unconsolidated Commodity Charges for
Residential 5/8 and 3/4-inch meters.



This shows that the first tier existing rates range between $0.85 (Mohave) to $1 .89 (Tubae),

second tier between $1 .30 (Mohave) and $2.85 (Tubae), and third tier between $1 .50

(Mohave) and $3.41 (Tubac).

We observe the changes from tier to tier as follows:

First Tier Second Tier Third Tier
Increases:

• Mohave +$0.3943 +$0.7l/57 +$0.8270
Decreases:

• Sun City West
• Agua Fria
I Havasu
• Tubae

-$00651
-$02955
-$0.4359
_$0.6457

-$0.3315
-$0.1442
_$01094
_$07443

-$0.3168
_$0.3198
-$0.1720
-$1 .0830

Again, the water division with the highest rates received the greatest decrease when

consolidated, and the water division with the lowest rates the highest rate increases.

However, the largest tier one rate increase (+39.43 cents) is considerably smaller than the

rate decrease (-64.57 cents), tier two lowest rate had a slightly higher difference (+3.14

cents), and at tier three, the highest rate increase had a significant difference (-61 .ea cents).

4.3.3 Response to AAWC Mr. Broderick Rebuttal.

Q.

A.

Did the Company provide consolidated rate information?
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Yes, however, different assumptions were made when compared to those by RUCO in Mr.

Broderick's Rebuttal. Table 4-4 shows the AAWC consolidated commodity rates compared to

the proposed AAWC rate design.

The Company's consolidated commodity rate of $1 .50/1 ,000 gallons is lower for all "first

4000 gallons" except Paradise Valley (+$0.212) and Mohave (+$0.29) with decreases for

Sun CityWest (-$1.380), Agua Fria (-$1.426), Tubac (-$2.280) and Havasu (-$2.522). Again,

the water districts with the highest commodity rates, received the greatest rate reductions,

while those with the lowest rates, the smallest rate increases.
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AAWC Proposed Rate Design4°
Commodity Usage

Blocks
(at $/1000 gallons)

AAWC
Consolidated

Rates46
Agua Fria Sun City

West Tubae Havasu
Water

Mohave
Water

Paradise
Valley

First 4,000 $1 .500 $2.926 $2.880 $3.780 $4.033 $1.471 $1.288
4,001_10,000 * $3.463 $1 .625
4,001 -13,000 $3.463 $4.196
4,001_15,000 /3 $3.171
4,001-20,000 $4.850 $2.233
Over 10,001 'gr $1.744
Over 13,001 $3.670 4 $4.555
Over 14,001
Over 15,001 $3.413
Over 20,001 $4.950

20,001-65,000 $2.796
65,001-125,000 $3.359
Over 125,001 $3.879

Water  Distr ict Typical Bill Change due to Consolidated Rates Total Revenue
Tubae $41.01 +47.13% rate INCREASE $0.3 mil l ion
Havasu $35.85 +42.90% rate INCREASE $0.6 mi l l ion
Mohave $31 .77 +37.22% rate INCREASE $1 .7 million
Agua Fria $30.09 +17.75% rate INCREASE $3.5 mi l l ion
Paradise Valley $66.94 +2.95% rate INCREASE $0.3 mi l l ion
Sun Ci ty  West $28.35 -15.69% rate DECREASE $1 .3 million

Water  Distr ic ts in the AAWC's Analysis that are NOT in th is rate case.
Sun City $32.26 +136.00% rate INCREASE $8.4 mi l l ion
Anthem $34.15 +47.74% ra te  INCREASE $44.6 mil l ion

Tab le  4 -4 AAWC Consolidated and Unconsolidated C o m m o d i t y  C h a r g e s  f o r
R e s id e n t i a l 5/8  and  3 /4 - inch me te r s .
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4

Q.

A .

Did AAWC calculate as the impact  of  Rate Consolidat ion on revenue and rates?

Based on several assumptions, Mr . Broder ick has indicated that "typical" [undefined]

Consolidated Bi l ls  for  5/8- inch residentia l customers would be as shown in Table 4-5 below.

T a b le  4 - 5  A A W C 's  C o n s o l i d a te d  R a te  Imp a c ts  fo r
T y p i c a l  Re s id e n t i a l  5 /8 - i n c h  me te r  B i l l s  a n d  T o ta l  Re v e n u e . "

Q .

A .

Can one compare the Mr. Broderick Consol idated Rates with those of  Mr. Moore?

No. Mr. Moore did his comprehensive consolidation using the present rates and excluded

Paradise Valley, derived common three-tier commodity blocks, while equalizing Company

return with that in the Test Year. Mr. Moore's testimony has indicated he intends to update

his comprehensive approach in his Surrebuttal based on the Company's Rebuttal.

45

46

47

Millsap Testimony, pages 3 to 17.
Broderick Rebuttal, page 18 at 25 and table on last page (not numbered) of rebuttal
Ibid. page 6 at 13 to page 7 at 10.
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Mr. Broderick used the AAWC proposed rates, different water companies, and many

different assumptions that make his analysis not suitable to make any decisions in this rate

case. Mr. Broderick's analysis is incomplete

Tables 4-3 (Moore) and 4-4 (Broderick) have major differences caused by the divergent

assumptions made by Mr. Broderick, in particular the wide variety of "blocks" shows how

dysfunctional the existing rate and proposed rate schedules are in this Company. There

should be only one block structure for all water districts

Why do you not like the existing "blocks" used by AAWC?

First, there appears to be no logic in setting the limits for the blocks. The distribution of the

water usage is not a Gaussian (or normal) distribution but more like a Chi-squared (X')

distribution,"° with a fast rising peak closer to zero and a long tail. A Chi-squared distribution

has its mean or cumulative 50% distribution nearer to the origin, thus when an average

customer consumes between 7,500 to 12,000 gallons."" The rate structure must make cost

signals" for these near-mean usage customers

Second, we see second tiers that all start at 4,000 gallons to 10,000, 13,000, 15,000

and 20,000 gallons. The range for this "second" tier extends from 6,000 to 14,000 gallons

which is too wide and hard for a consumer to see the price signal to reach (or reduce

demand) the first tier. The long Chi-squared tail extends for tens and hundreds of thousands

gallons with price tiers only in the Paradise Valley after 20,001 gallons

Third, the AAWC Consolidated Rate second tier is 9,000 gallons wide, and still needs to

be divided to make obvious and reachable blocks for customers to lower water rates through

conservation

Fourth, looking at Table 4-4, we see 13 different tiers used by these six water divisions

just for the same rate category. l have proposed using a standard 4,000~gallon blocks in the

residential and small commercial rate categories

Furthermore, all larger residential and all commercial commodity rate categories only

have two tiers. Many small commercial (5/8 and 3/4-inch), such as in the Tubac district, have

very similar consumption demands (with a lower average), as their residential counterparts

These commercial categories should parallel the residential rate tiers. In fact, multiple tier

blocks for all other rate categories should be in the resultant tariff from this rate case. Just

like the residential category that is discussed extensively, commercial enterprises can and

In testimony made my AWC's Mr. Hebert, for a San Jose, California, rate case, he shows curves for
various rate distributions. This testimony is found in Appendix B, Magruder Exhibit MM-8
See Magruder Testimony Part ii, at footnote 10
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will look for ways to lower rates, lF THEY CAN, to a lower tier. As the present and proposed

rate structure is now constructed with only two tiers, reaching the first tier rates is nearly

impossible unless your consumption is just over the second tier break point. At least five

tiers for larger meters is recommended, with two breakpoints below the Chi-squared mean

for example near the 35% and 45% points, the third at 5% past the mean (55%), and fourth

and fifth, near the 65% and 80% points on the tail. The additional breakpoints on the tail will

provide significantly more revenue to the company as previously shown in Part ll, Magruder

Exhibit MM-6, and Table 6-1.

Did the Company or RUCO consider the other rates and fees for consolidation?

In Part ll of my testimony, I listed miscellaneous "charges" and "fees" used by the Company

in Table 3-5.50

There was no Company rebuttal provided on this recommendation; however, the Millsap

Testimony provided these for each water district in his Schedules MEM-1 .

None of these appear to be isolated by water district but the Company keeps on using

different rates/fees for the same service at different water districts. If nothing else happens in

this rate case concerning consolidation, this is one easy area to consolidate. Specific areas

that should be consolidated include:

1. General & Administrative (believed to have been completed)

2. Cost of Service and Volumetric Charges with more and standard tiers deployed

3. Arsenic treatment costs (service and volumetric) included in 2 above

4. Taxes, including social security and Medicare, and other Rate Base Costs

5. Service Line and Meter Installation Charge (change all to "actual cost")

6. Establish, Re-establish, and Re-connect fees during regular and off hours

7. Water Meter Test, (if correct) and Re-read the Meter (that is good)

8. Non-Sufficient Funds to check charges and Late fees, Deferred Payment Finance

Charge, Residential and Non-Residential Deposit interest on Deposits

In addition, the Company's Rules and Regulations (R&Rs), submitted, as a part of this

rate case, should be consolidated into one document. in a response to a Magruder Data

Request, these R8tRs are not available to customers in Spanish.

4.3.4 Response to AAWC Mr. Towsley Rebuttal.51
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Q. Does the Mr. Towsley Rebuttal show that he supports Rate Consolidation?

Magruder Testimony Part ll, Table 3-5, Miscellaneous Charges and Fees, page 14.
Rebuttal Testimony of Paul G. Towsley, AAWC, dated it February 2009, hereafter Townsely Rebuttal.
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Most definitely yes, with some reservations. He spends four pages of testimony going into the

merits of Rate Consolidation, including almost every point made by Mr. Hebert in paragraph

4.3.1 above. Mr. Towsley also discusses the impact of having 13 different rate classes on

acquisition of other water companies, and the particular challenges for troubled ones. He has

a future oriented vision that can see past the present tariff situation and the numerous

benefits that Rate Consolidation will bring to his Company.52 He stated:

"I strongly support rate consolidation from a philosophical perspective, the
practicalities of district consolidation present significant challenges to both the
Commission and Arizona-American."53

This party agrees with all of the benefits Mr. Towsley discussed.

Q.

A.

What are the concerns expressed by Mr. Towsley about Rate Consolidation?

First, he is concerned about completing this rate case on schedule to improve the Company's

financial situation He feels any short-term delays will harm the Company.

Second, he is concerned about the disparity in average customer water bills due to

customer consumption levels and differences in net-plant investment per customer in

different districts.

Third, he is concerned about "significant public and political consternation" with a likely

consequence being an extension to the rate case schedule.54

Q.

A.

Does Mr. Towsley provide a recommendation to begin consolidation?
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Yes. He recommends that the Commission "Ieveiize" the net-plant-investment per customer

He then suggests that a "surcharge" be created, similar to the electricacross the districts.

utilities use of a Systems-Benefit Charge (SBC), to"levelize" differences.

I do not support this approach as the SBC process is NOT understood by ratepayers,

sets up additional accounting procedures, and this Commission has finally resolved a most

challenging and grueling experience in eliminating the SBC by a major electric utility. It was

an ugly show that neither I nor anyone else who wants Arizona-American to be successful

would wish on their worst enemy. His recommendation is a just partial solution when a

complete "accounting reset" should be accomplished that will improve AAWC. The Test Year

plus changes gives the Company the solid foundation and basis right now to Consolidate.

Don't wait for later, it maybe too late.

7455

52

53

54

55

Towsley Rebuttal, page 11 at 21 to page 15 at 23.
Ibid. Page 16 at 6 to 8.
Ibid. at 8 to 16.
Ibid. Page 16 at 17 to page 18 at 12.

Marshall Magruder

Surrebuttal Testimony (Part IH) by Marshall Magruder
Docket Nos. W-01303A-08-0227 and SW-01303A-08-0227

page 29 of 44 3 March 2009

A.

ll



Q.

A.

Do you agree with the Towsley concerns?

Yes. His is first and foremost concerned about any short-term delay.

It is my opinion, that RUCO, ACC Staff, and the Company can produce Consolidated

Rate Schedules for review during the forthcoming evidentiary hearings. This will provide

three independent views to be reviewed, cross-examined, and full-disclosure provided in

public hearings according to the rate case schedule. At worst, aweek delay might result, with

all the benefits in Mr. Towsley coming to his Company, the ACC Staff, RUCO and to

ratepayers like myself.

His concern is about the public and political impacts of Consolidation are, in my opinion,

minor when compared to the proposed rates by the Company. That public relations damage

has already occurred.

Q.

A.

What do you recommend that the Commission do with respect to Consolidation?

I strongly urge the Commission

(1) To have this rate case review consolidated financial data (Consolidated Rates) and

(2) Based on results of rate base changes, etc., to order the Company to consolidate all

aspects of these five companies and

(3) In the future rate cases, to require unconsolidated divisions to fully join the new AAWC, as

a single fully integrated company instead of individual inefficient smaller, uncoordinated,

unconsolidated companies and

(4) To increase the Company's ROI at least 1 to 2 percentage points, as a bonus, above

what it would routinely award in this case, in order to reflect the higher risk and potential

additional benefits to help reward the Company as its reorganizes into a better entity.

Without (4), in my opinion, the energies necessary to respond effectively to these new

demands might have less importance to upper management as success has smaller reward.

By making bold, objective, and obviously beneficial changes now, consolidation will

improve the entire company, and all ratepayers will benefit in the long-term. The present

situation is deplorable and almost dysfunctional and is surely not impressive to potential

investors, actual shareholders and today's nervous financial community.

A strong, united, and more efficient consolidated operation will attract investors, while
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continuation of the present situation may continue to repel them.

I support such action as a result of this rate case with periodic status reports to the

Commission as to "lessons learned" so that any mistakes in the consolidation are transparent

and the best corrective action, with direct support by the Commission Staff as necessary, to

make Arizona-American Water Company the best in Arizona and the Western United States.
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4.4 Issue No. 4 - REMOVAL OF PRE-HEARING AAWC WITNESS TRAINING
AND OTHER EXPENSES

4.4.1 Response to AAWC Mr. Broderick's Rebuttal.

Q.

A.

Does AAWC include Pre-Hearing Witness Training as a Rate Case Expense?

No. In Mr. Broderick's Rebuttal, the proposed "rate case expense does not include any

expenses for witness training.H56

4.4.2 Additional Rate Case Charges to Answer Commissioner Mayes Rate Consolidation

concerns?

Do you approved of the addition of $10,000 to rate case expenses to respond to

Commissioner Mayes comments concerning Rate Consolidation?

NO. Besides this obviously appears like a quid pro quo with the above $10,000 for witness

training.

Since Rate Consolidation is a known AWC policy, then AAWC should always be looking

for ways to consolidate rates whenever submitting a rate case. Just because there was a

request to look closely at Rate Consolidation, there should be no additional expenses in

providing a clear answer to this concern.

As a ratepayer, I expect the most efficient businesses processes to always be embedded

into company practices and policies (see my Part I Exhibit MM-1) and, of course, the

Company should always be looking forward to provide the best service and cost-effective

solutions. As presented in Issue 3, and concurred by AAWC, Rate Consolidation has definite

advantages for the Company, the consumer and the Commission.

Therefore, adding any additional cost during this rate case to comply with the Company's

business practice has no basis.

The additional $10,000 for rate case costs requested to provide a routine response during

rate case preparation should be denied.

f

Does this complete Part III of your testimony?
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Q.

A. Yes.

56 Broderick Rebuttal, page 17 at 19-20.

A.

Q.
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Appendix B

Exhibit MM-7

Arizona Revised Statutes, Section 45-454,
Exemption of Small Non-Irrigation Wells, Definitions.

Quote.
A.R.S. §45-454. Exemption of small non-irriqation wells; definitions

1

2

3

4

5

6

7

8

9

10

11

12

13

14

A. Withdrawals of groundwater for non-irrigation uses from wells having a pump with a maximum
capacity of not more than thirty-five gallons per minute which were drilled before April 28, 1983 or
which were drilled after April 28, 1983 pursuant to a notice of intention to drill which was on file with
the department on such date are exempt from this chapter, except that:

1. Wells drilled before June 12, 1980 which are not abandoned or capped or wells which were not
completed on June 12, 1980 but for which a notice of intention to drill was on file with the Arizona
water commission on such date are subject to subsections J, K and L of this section and must be
registered pursuant to section 45-593. If two or more wells in an active management area are
exempt under this paragraph and are used to serve the same non-irrigation use at the same
location, the aggregate quantity of groundwater withdrawn from the wells shall not exceed fifty-six
acre-feet per year.

2. Wells drilled between June 12, 1980 and April 28, 1983, except as provided in paragraph 1 of
this subsection, and wells drilled after April 28, 1983 pursuant to a notice of intention to drill which
was on file with the department on April 28, 1983, are subject to subsections G, I, J and K of this
section.

B. Withdrawals of groundwater for non-irrigation uses from wells having a pump with a maximum
capacity of not more than thirty-five gallons per minute drilled on or after April 28, 1983, except
wells drilled after April 28, 1983 pursuant to a notice of intention to drill which was on file with the
department on such date, are exempt from this chapter, except that:

1. Such wells are subject to subsections G through K of this section.

2. In an active management area, other than a subsequent active management area designated
for a portion of a groundwater basin in the regional aquifer systems of northern Arizona,
withdrawals of groundwater from such wells for non-irrigation uses other than domestic purposes
and stock watering shall not exceed ten acre-feet per year.

3. In a subsequent active management area that is designated for a portion of a groundwater
basin in the regional aquifer systems of northern Arizona, groundwater withdrawn from such wells
may be used only for domestic purposes and stock watering.
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C. On or after January 1, 2006, an exempt well otherwise allowed by this section may not be drilled
on land if any part of the land is within one hundred feet of the operating water distribution system
of a municipal provider with an assured water supply designation within the boundaries of an active
management area established on or before July 1, 1994, as shown on a digitized service area map
provided to the director by the municipal provider and updated by the municipal provider as
specified by the director.
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Exhibit MM-7 (Gown

D. On request from the owner of the land on which an exempt well is prohibited pursuant to
subsection C of this section on a form prescribed by the director, the director shall issue an
exemption from subsection C of this section if the landowner demonstrates to the satisfaction of the
director that any of the following applies:

1. The landowner submitted a written request for service to the municipal provider that operates
the distribution system and the municipal provider did not provide written verification to the
landowner within thirty calendar days after receipt of the request that water service is available to the
landowner after payment of any applicable fee to the municipal provider.

2. The total capital cost and fees for connecting to the operating water distribution system exceed
the total capital cost and fees for drilling and fully equipping an exempt well.

3. If the applicant must obtain an easement across other land to connect to the water distribution
system of the municipal provider, the applicant sent the owner of the land a request for the easement
by certified mail, return receipt requested, and either the applicant did not receive a response to the
request within thirty calendar days of mailing the request or the request was denied.

4. The landowner does not qualify for an exemption pursuant to paragraph 1, 2 or 3 of this
subsection and the landowner provides written verification from the municipal provider that the
landowner shall not receive or request water service from the municipal provider while the exempt
well is operational. The exemption for that well is revoked if the landowner or any subsequent
landowner receives water service from the municipal provider. in determining whether to approve or
reject a permit application filed under section 45-599, the director shall not consider any impacts the
proposed well may have on an exempt well drilled pursuant to this paragraph.

E. This section does not prohibit a property owner, after January 1, 2006, from drilling a replacement
exempt well for a lawful exempt well if the replacement well does not increase the total number of
operable exempt wells on the applicant's land.

F. A remediation well drilled for the purpose of remediating groundwater is exempt from this section
if it meets one of the following:

1. The remediation well is for an approved department of environmental quality or United States
environmental protection agency remediation program.

2. A registered geologist certifies that the remediation well is for the purpose of remediation.

G. A person shall file a notice of intention to drill with the director pursuant to section 45-596 before
drilling an exempt well or causing an exempt well to be drilled.

H, The registered well owner shall file a completion report pursuant to section 45-600, subsection B.
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I. In an active management area only one exempt well may be drilled or used to serve the same non-
irrigation use at the same location, except that a person may drill or use a second exempt well to
serve the same non-irrigation use at the same location if the director determines that all of the
following apply:
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Exhibit MM-7 (Const)

1. Because of its location, the first exempt well is not capable of consistently producing more than
three gallons per minute of groundwater when equipped with a pump with a maximum capacity of
thirty-five gallons per minute.

2. The second exempt well is located on the same parcel of land as the first exempt well, the
parcel of land is at least one acre in size, all groundwater withdrawn from both exempt wells is used
on that parcel of land and there are no other exempt wells on that parcel of land.

3. Combined withdrawals from both wells do not exceed five acre-feet per year.

4, If the second exempt well is drilled after January 1, 2000, the county health authority for the
county in which the well is located or any other local health authority that controls the installation of
septic tanks or sewer systems in the county has approved the location of the well in writing after
physically inspecting the well site.

5. Use of two wells for the same non-irrigation use at the same location is not contrary to the
health and welfare of the public.

J. An exempt well is subject to sections 45-594 and 45-595.

K. Groundwater withdrawn from an exempt well may be transported only pursuant to articles 8 and
8.1 of this chapter.

L. A person who owns land from which exempt withdrawals were being made as of the date of the
designation of the active management area is not eligible for a certificate of grandfathered right for
a type 2 non-irrigation use for such withdrawals.

m. For the purposes of this section:

1 . "Domestic purposes" means uses related to the supply, service and activities of households
and private residences and includes the application of water to less than two acres of land to
produce plants or parts of plants for sale or human consumption, or for use as feed for livestock,
range livestock or poultry, as such terms are defined in section 3-1201 .

2. "Municipal provider" means a city, town, private water company or irrigation district that
supplies water for non-irrigation use.

3. "Stock watering" means the watering of livestock, range livestock or poultry, as such terms are
defined in section 3-1201 .
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End quote.
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Exhibit MM-8

Excerpt from Direct Testimony of Paul R. Hebert before the
New Jersey Board of Public Utilities.

4
[Begin Quote]

9TATII or NEW TIIRQEY

BOARD OF PUBLIC UTILITIES

IN T1-11: MATTILR OI- THI: JQ1NT PETITION O1-

NEW JERSEY-AMERICAN VVATER CQMPAN y, INC.,

APPROVAL OF INCREASED TARIFF RATES

AND CHARGES FOR WATER AND SEWER SERVICE

AND DTHER TARIQPF .t<18v1s;tons

B.P.U. Docket No. WR()

O.A.L. Dcckct No. PUC

Direct Testimony of
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Paul R. Herbert
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Exhibit MM-8 (Cont)

[Introductory and non-relevant material]

CONSERVATION RATE PILOT PROGRAM

33. Q, Please ex Iain the Cum any's Jan to offer conservation rates in a plot area.p p » p

Pursuant to the order in the last case, the Company contracted to conduct a state-wide

conservation-oriented rate study to investigate various conservation rate structures,

calculate the impact of alternative conservation rate structures and assess the feasibility of

implementing such alternative structures.
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34. Q. Has the conservation oriented rate sandy been submitted with the tiling"
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Exhibit MM-8 (Cont)

A. No, the study will be submitted at a later date and will be supplemented with additional

testimony explaining the study and the results.

35. Q~ Please describe the areas selected for the pilot program.

The goal was to select areas representing a good cross~section of the service territory

including urban, suburban, coastal and inland communities. The areas include Camden,

Egg Harbor, Jamesburg and Ocean Township totaling approximately 25,600 customers.

36. Q~ Please describe therates to be usedin the pilot program.

Based on the preliminary results of the conservation rate study and discussions with

management, a three-tier inclining block rate structure was selected to be used for the

purposes of the pilot program to be implemented at the conclusion of this case.

The first block will include usage up to 4,000 gallons per month and will be

priced at 10% less than the proposed regular GMS rate or 14.2% higher than the existing

rate. This block represents the basic needs of a typical household. The second block will

include usage from 5,000 to10,000 gallons per month and will be priced at a rats: that is

5% higher than the proposed regular GMS rate or 33.3% higher than the existing rate.

The third block. will include all usage over 10,000 per month and will be priced at a rate

that is 15% higher than the proposed regular GMS rate or 46% higher than the existing

rata. Further explanation Cf the rate structures, the price elasticity applied, and the

proposed revenue recovery mechanism will be discussed in the final conservation rate
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Exhibit MM-8 (Cont)

RATE EQUALIZATION

37. Q- How has the concept of rate equalization influenced the design of proposed rates in

this case and how will rate equalization evolve in future cases?

A. In this case, the proposed customer charges are equalized for all companies and service

areas and certain private and publ ic Tire rates are consol idated or continue the

equalization process. In future cases, the Company plans to continue rate equalization by

closing the gap among volumetric rates for all classes as well as the remaining private

and public tire rates. The process may take several rate cases until full rate equalization

is achieved.

38. Q- VS/hat is rate equalization"

Rate equalization or single tariff pricing is the use of the same rates for the same service

rendered by a water company regardless of the customer's location.

39. Q~ What is the basis br rate equalization?

Rate equalization is based on the long-term rate stability which results lim a single tariff,

the operating characwristics of the groups, the equivalent services offered, the cost of

service on a tariff group basis, and the pdnciple of gradualism.

40. Q. Please explain how rate equalization will provide long-term rate stability for the

several areas.

Utility customer rates are dependent on the total expenses. and rate base of the utility and

the amount of the commodity which the utility sells. Changes in rate base, particularly as

the result of the Safe Drinking Water Act, have a significant potential for adversely

impacting the rates for certain areas within a utility.
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The ability to absorb the cost of such projects over a larger customer base is a compelling argument in
support of rate equalization. Capital programs will never be
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Exhibit MM-8 (Cont.)

3 uniform in the several operating areas, even over periods of 5 to 1. 0 years . The

4 cost of specific programs should be shared by all customers rather than burdc-:ning those of

5

6
the affected areas. Rate increases will be more stable and major increases in specific tariff

7 groups will be avoided.

8 41. Q- In what manner do the operating characteristics of the several areas support rate

9
equalization"

10

11 There are many similarities in the manner in which the several areas are operated. A11 of

12 the systems pump their treated water through transmission lines to distribution areas that

13
include mains, booster pump stations and storage facilities. All of av: areas provide water

14

15
to individual customers through a sen/ice line and meter. All of the areas rely on a

16 centralized work force for billing, accounting, engineering, administration, and regulatory

17 matters. All of the areas rely on a common source of funds for financing working capital
18

and plant constnlctifm. Inasmuch as the costs of operation are related to fictions in
1 9

20

21

which the operating characteristics are the same, the use of equal rates is supported.

42. Q. Please explain why the equivalence of services offered support rate equalization.

22

23
The use of the same rates in a utility with noncontiguous service areas is supported by the

24 equivalent service rendered in each area. Although there would be considerable debate

25 with respect to the equivalency of the service rendered to different customer

26
classifications, there is no question that the service rendered to a residence in one area is

27

28 the same as the service rendered to a residence in another area. Residential customers are

relatively consistent in their uses of water: cooking, bathing, cleaning and other sanitary

purposes, and lawn sprinkling. If 'customers use water for the same purposes, the service
31

32 offering is the same and should be priced accordingly. Thus, from this perspective, there

33 is no basis for charging different prices to customers in different areas.
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Exhibit MM-8 (Cont)

43. Q~ Do variances between allocated costs of the tariff groups warrant the use of separate

rate schedules"

No, they do not. Charging one group of customers higher rates because dley may be

served by a newer plant whose original cost exceeds that of other plants as the result of

inflation is not logical. The concepts previously discussed outweigh this consideration

and justify the goal of moving t¢:>ward a singing tariff. The electric industry refi@cts such

concepts when it serves customers in geographically dispersed areas. A kilowatt-hour

delivered in one area has the same price as a kilowatt-hour delivered in another area

despite the fact that cost of service studies could be performed to identify di8lerences in

the cost of providing service to customer classes in different regions.

44. Q- Are there other costs of service considerations that support rate equalization?

Yes. The Company has taken a number of  steps in recent years to centralize and

consolidate its operations. Common costs which must be assigned or allocated to each

operating area to establish tariff group revenue requirements include management fees,

corporate headquarter costs, office costs, customer service costs, depreciation expense

developed on the basis of Company-wide depreciation rates and income tax expense based

on total Company financing and tax provisions. The allocations of common costs, while

reasonable, are subj act to judgment and may not result in the development of tariff group

revenue requirements which reflect precisely the cost of serving each area.

45. Q- What demographic factors should be considered to support rate equalization?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

A. Single tariff pricing will result in higher rate increases for those service areas where
the rates are lower than Service Area 1 (SA-1) until the time when rate equalization is achieved. So 1
examined the relative personal income statistics nationwide and for the
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Exhibit MM-8 (Cont)

State of New Jersey by county for those areas where higher rate increases will occur. Each affected

county has a higher per capita income than the nationwide average. Huntingdon, Mercer,

Morris, Somerset and Union Counties all have per capita personal income higher than the

New Jersey State average as well. Burlington and Middlesex have slightly lower per

capita income (within 10%) of the state average. The only county affected that has a per

capita income less than 90% of the state average is Ocean County. However within Ocean

County, Piumstead is the only community affected by the higher rate increases. The other

Ocean County communities of Bay Head, Lavallette, Montololdng, Brick, Dover and

Lakewood are already receiving rates under SA-1. Based on these Endings, 1 conclude

that moving toward rate equalization will not be overly burdensome to customers in areas

other than SA- l.

46. Q. Briefly summarize your analysis of rate equalization fur New Jersey-American

Water Company.

Rate equalization is appropriate for New Jersey- American . Such pricing is supported by

considerations of the benefits of sharing the impact of capital programs on a Company-

wide basis, the significant majority of common costs, the equivalent service rendered,

electric industry precedent and the per capita income of the affected communities. To

best interests of the customers are served through gradualism by continuing to implement

rate equalization during this case and in subsequent rate cases.

47. Q, Does this cmlclude your direct testimony?
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Yes, it does.

Marshall Magruder

A.

Surrebuttal Testimony (part III) by Marshall Magruder
Docket Nos. W-01303A-08-0227 and SW-01303A-08-0227

page 42 of 44 3 March 2009



:"\

TTlmw

s

E

5

J

9
* \

Exhibit MM-9

Excerpt from Direct Testimony of Paul R. Hebert before the Public
Utilities Commission of the State of California

[Begin Quote]
BEFORE THE PUBLIC UTILITIES COMMISSION

OFTHE STATE OF CALIFORNIA

Application of Suburban Water Systems (U 339-W) for
Authorization to Implement a Low Income Assistance
Program, an Increasing Block Rate Design, and a Water
Revenue Adjustment Mechanism

DIRECT TESTIMONY OF PAUL R. HERBERT

[Introductory material omitted]

Page 2.

Q8.

AB.

W hat is  the purpose of  your testimony in this  proceeding?

The purpose of  my testimony is  to explain Suburban W ater Systems ("Suburban") proposed conservation rate

structure and associated allowance for price elastic ity.

Page 3

PROPOSED CONSERVATION RATE STRUCTURE
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Please explain the why Suburban is filing this application for increasing block rate design for residential
customers.
Suburban is filing this application in accordance with D.06-08-017, Ordering Paragraph 2, requires that
within 90 days of the issuance of that decision that Suburban file an application for an increasing block
rate design for residential customers:
Please explain the rate design that is included in Suburban's application.
Suburban is proposing a 3-tier increasing block rate design. This means that there are three points where
one usage block ends and the next usage block begins, known
as"switch-overpoints". For all users the first switch-over
point is at 10 Ccf per month, and the second switch-over point
is at 30 Ccf per month.
Please explain the rationale for selecting these switch-over
points.
with a balanced rate structure of tiered rates, large usage
customers should receive a larger price signal to conserve
than small usage customers, and customers consuming in the
middle of the rate structure on average should see no change
in annual water cost. This should be accomplished by setting
the switch-points so that customers with average usage,
approximately 20 Ccf per month, should fall in the middle of
the second tier and see no change in their water rates.

San Jose Hills Service Area
Bill Distribution
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In practice we were able to accomplish this in Suburban's
Whittier La Mirada service area. But it was not possible to
accomplish that precisely in Suburban's San Jose Hills service
area. The reason this is difficult to accomplish is because of
the lopsided distribution of water use. In both of Suburban's
service areas the distribution of consumption shows the
typical distribution for water systems, skewed heavily to the
right with a hump on the low end and long tail on the high end. For this reason, in the San Jose Hills service
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Q14.
Q14.

area it was not possible to establish rates such that the breakeven usage falls exactly in the middle of the
second tier at the level of average usage. Instead the breakeven point falls slightly to the right of 20 Ccf
average usage, at about 22 Ccf. We do not believe this is a
serious problem, however.
What is the impact of your proposed rate design on average
users?
Again, the average 19 Ccf user in Whittier will see a modest
reduction in their water bill, from $26.68 to $26.57. Similarly,
an average 20 Ccf water user in the San lose Hills service area
will see a reduction from $27.70 to $27.46. Customers with
progressively higher water use will see progressively larger
increases.
Please describe in general terms the approach you used in
designing these conservation rates.
We performed a detailed analysis of all residential water bills
in 2005. We then used those water usage patterns to develop
a forecasted usage pattern for 2006/2007 consistent with the
adopted water sales approved in Suburban's recent general
rate case. We then developed an increasing block rate
structure that would generate the Commission-approved
level of revenue requirement based on the Commission-
approved level of sales. The relative spread between rates for
the three zones based on elevation was maintained. And
finally, we applied a price elasticity factor to consider the reduction in usage that can be expected to occur
as a result of implementing conservation rates.
How did you develop the rates for each of the blocks?
For the San lose Hills service area,the first block was designed so as to be 13% lower than the second
block, and the second block 13% lower than the third block. For the Whittier/La Mirada Service Area, the
first block was designed so as to be 10% lower than the second block, and the second block 10% lower
than the third block. An exception had to be made for Zone 3 because of a unique distribution of customer
usage. In that area the first block was designed so as to be about 5% lower than the second block, and the
second block about 5% lower than the third block

Q16.

A16.

Q17.
A17.

PRICE ELASTICITY ADIUSTMENT
Q15. What is a price elasticity adjustment required?
A15. A price elasticity adjustment is needed because without such an adjustment Suburban's revenue

requirement would suffer shortfalls as a result of conservation rate related reductions in demand.
Doesn't the Water Revenue Adjustment Mechanism required by D.06-08-017 provide for recovery of
conservation-related revenue shortfalls?
No. The Water Revenue Adjustment Mechanism required by the decision serves to true up revenue based
on conservation rates to the level of revenue that would otherwise be generated based on uniform rates. It
does not provide for recovery of conservation-related revenue shortfalls?
Please describe the adjustment for price elasticity.
We used a price elasticity factor of -.4. That means that for a one percent increase in price, customer usage
would be reduced by .4%.
How did you derive the .4% price elasticity factor?
The price elasticity factor was derived from a study concerning price elasticity of water demand in
Southern California.57

Q19. Does this conclude your direct testimony?
A19. Yes,

Q18.
A18.

[End Quote]
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57 Conley, Bryan C., Price Elasticity Of The Demand For Water in Southern California, The Annals of Regional Science,

Vol 1, No 1, December, 1967
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